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ABSTRACT 
There were many empirical studies suggested that the valuation process was heavily 
influenced by the attributes of human decision making. Many researchers found that 
the final valuation figures may be affected by the behavioral phenomena. As an 
exploratory study, the chief objective of this study was to explore the behavioral 
aspects of information processing in valuation in Hong Kong context. In order to 
achieve this objective, an empirical exploration with an approach in principle 
comparable to Gallimore’s (1994) study on two behavioral phenomena-anchoring and 
adjustment, and recency was carried out.  
 
Besides, valuers of Hong Kong value property in a market with possibly uncommon 
efficiency characteristics. One reason to carry out this study was to find out whether 
the findings of some property behaviorists hold in Hong Kong property market shown 
to be weak form efficiency.  
 
The data used were derived from interviewing a sample of experienced Chartered 
General Practice Surveyors in Hong Kong. A qualitative analysis was employed to 
interpret the responses of interviewees according to my own decision-rule. Structured 
interviews were used as the overall strategy of data gathering. 
 
From this study, there was evidence of the anchoring and adjustment, and recency 
phenomena in Hong Kong valuer’s decision making process. There may be reasons to 
believe that valuations may be distorted by behavioral characteristics such as 
anchoring and adjustment heuristics, and a differential response to different orders of 
evidence processing. 
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Chapter 1- Introduction 
1.1 Background 
A Nobel Prize winning economist, Herbert Simon, and his colleague, Alan Newel, 
pioneered an approach to studying human problem solving that fellow economists 
called ‘behavioralism’, or ‘behavioral economics’. Their work is also the ancestor of 
property behavioralism. Newell and Simon viewed the human mind as a serial 
information processor that, because of limited capacities, must seek efficiency when 
solving problems (Newell and Simon, 1972). This search for efficiency leads to the 
use of cognitive short cuts called heuristics. The use of these short cuts however can 
in turn cause errors and biases in judgment. In fact, the pioneering work on the use of 
cognitive short cuts was performed by Amos Tversky and Daniel Kahneman who 
identified three heuristic that they felt humans routinely used when making judgment 
(Tuversky and Kahneman, 1974). Investigation into heuristic problem solving and 
potential bias among property valuers in a complex environment was particularly 
inspired by the work of Tverksy and Kahneman. 
 
About a decade ago, property research using the behavioral perspective began to 
appear in leading internal academic journals. Most of this work focused on valuer 
behavior, investigation into valuer behavior dominated this literature. The behavioral 
approach is recognized as a new approach to property research, in particular, 
valuation research. It is claimed that actual valuation behavior must be understood 
before valuation improvement can be engineered. Many researchers have 
acknowledged the importance of recognizing that property valuation is human 
behavior. Besides, there were many empirical studies regarding behavioral 
characteristics of property valuers in their decision making process. Those aspects 
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include the departures from normative models, selection of comparable sales, bias in 
value estimates and client valuation feedback. 
 
Valuations in practice are generally produced by comparable selection by valuer. Part 
of the selection process involves adjustment of these comparables on their 
characteristics to align them more closely with the subject property. The valuation 
process is heavily influenced by the attributes of human decision making. In the 
valuation process, considerable amounts of information have to be faced with by 
valuers, for example, the general market economic data, the specific characteristics of 
the property and the statutory documents etc. Psychological research suggests that 
individuals adopted simplifying decision strategies. Phenomena associated with these 
information processing strategies may affect the final conclusion based on the 
available information. The final valuation figures may be affected by the behavioral 
phenomena. Two behavioral phenomena which are going to be explored in this study 
are anchoring and adjustment, and recency. 
 
Regarding property market, Gau (1996) offered a definition of efficient market1: It 
could said to be efficient if despite market imperfections, value influencing 
information is effectively factored into market prices. In such a market, participants 
act on any information they receive and prices adjust quickly upon arrival of the 
information. This adjustment is so rapid that individual investors trading on the basis 
of this information cannot earn abnormal returns.  
 
                                                 
1 It has historically further categorized three forms of market efficiency: 1.) Weak-Form efficiency 
where prices fully and quickly reflect historical prices; 2.) Semi-strong From efficiency where prices 
fully and quickly reflect all publicly available information (includes historical prices); 3.) Strong Form 
efficiency where prices fully and quickly reflect all information (includes historical prices). 
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Hong Kong is a densely populated city due to limited supply of land. The property 
market has special characteristics, such as high volume of transactions and relatively 
large size of real estate sector relative to whole economy. So, is Hong Kong’s 
property sector efficient? Chau (1996) provided certain insights into the question. In 
his study, he carried out empirical tests to investigate whether property markets in 
Hong Kong are weak form efficient. The tests were conducted for four-submarkets of 
HK’s property sector, including offices, retail, industrial and residential. The 
methodology adopted is the conventional test of weak form efficiency based on auto-
correlations and trading rules. His findings suggested that future real estate returns are 
correlated with historical real returns in all sub-sectors of the Hong Kong property 
market. The hypothesis that Hong Kong’s real property is efficient with respect to 
historical real estate prices and rentals, inflation rates and interest rates (all of which 
are available publicly) were confirmed by his test results. 
 
The pricing of real estate is generally done by professional property valuers in Hong 
Kong. They usually base their valuation on a vast volume of transaction records, 
collecting suitable comparables from their data bank and then apply their professional 
judgement to adjust for any differences on factors such as floor area, floor height and 
market situation etc. As supported by Chau (1996), Hong Kong real estate market is 
efficient in the weak form. The real estate prices can quickly reflect the market’s 
response to historical price information. Then, the question arises: is there any 
implication for Hong Kong valuers of real estate assets in this market with possibly 
uncommon characteristics? The reason to carry out my study is to find out whether 
the findings of some property behaviorists hold in a property market shown to be 
‘efficient’ (even weak form). In this study, in order to explore the behavioral aspects 
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of information processing in valuation process by Hong Kong valuers, empirical 
exploration with an approach in principle comparable to Gallimore’s (1994)2 study on 
anchoring and recency will be carried out. 
 
This study may be important for property valuers, valuation practice and clients in 
certain extent. For valuers, this study may induce them to be more aware of the 
potential influence of valuer behavioral characteristics, especially the anchoring and 
recency effect, on decision making process at various stages in property valuation. It 
is more likely that the final valuation figures would reflect the true value of the 
subject property if valuers are more aware of the potential behavioral bias. For 
valuation practice, the mounting demand for valuation of properties in recent year has 
given rise to the need for a closer look into standardization of valuation practices in 
Hong Kong. The 21st century where property markets in both Hong Kong and 
neighbouring regions have become more sophisticated, and the public demand for a 
professional service is increasing. Besides, the valuation profession is joining the 
mains stream of globalization. One important result of this trend is the need for 
increasing uniformity and reliable valuation standards. My study of behavioral 
characteristics of property valuers could definitely help to highlight the importance of 
recognizing the potential behavioral influence on valuation standardization. The 
behavioral factor should be also considered by the professional organization in Hong 
Kong in standardizing the valuation practices. For clients, interaction between valuers 
and clients is an important part of the process of valuing property. Valuers get 
important information about the subject property and the market by communicating 
with their clients. The way that client give information to valuers may influence their 
                                                 
2 Paul Gallimore., (1994), ‘Aspects of information processing in valuation judgment and choice’, 
Journal of Property Research, 1994, 11, 97-110 
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judgment. Clients should also be made aware that the valuers must maintain 
independence and objectivity, and try not to influence the integrity of valuers and 
their product. 
 
1.2 Aim and Objective 
The principal research question of this study is ‘Is there evidence of the anchoring 
and adjustment, and recency phenomena in Hong Kong valuer’s decision making 
process?’ In order to answer the question, this is an exploratory study with the 
following principal objective:  
 
To explore behavioral aspects of information processing in valuation proceed by 
Hong Kong valuers, and test propositions derived specifically on the presence of 
anchoring and recency phenomena in Hong Kong. 
 
1.3 Methodology 
The approach adopted in this study is in principle comparable to that adopted by 
Gallimore (1994), namely questionnaire-based empirical research using ANOVA 
techniques. The data used for this study will be derived from interviewing Chartered 
General Practice Surveyors in Hong Kong as the exploratory sample. Due to the 
exploratory nature of this study and sample restriction a qualitative analysis will be 
employed to interpret the responses of interviewee instead of statistical tests. The 
study will be carried out by conducting interview with valuers in Hong Kong. 
Structured interview is used as the overall strategy of data gathering. Before doing 
interviews, a pilot study will be conducted with respect to the experimental question.  
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The method of analysis regarding the two phenomena (anchoring and recency) will be 
decision-rules specifically derived for this research.   
 
The two propositions in this study are:  
1. The behavioral phenomenon of anchoring is present in the decision 
making process of Hong Kong valuers. 
2. The behavioral phenomenon of recency is present in the decision making 
process of Hong Kong valuers.  
 
1.4 Organization of the study 
There are altogether five chapters in this study: 
Chapter 1 (Introduction) introduces the whole dissertation. It states out the 
background, research question, aim and objectives, methodology of this study. 
Organization of this study is also briefly explained. 
 
Chapter 2 (Literature review) provides the theoretical background for this study. A 
review on human decision making theory, heuristic and bias literature is presented. 
Previous behavioral property valuation studies will also reviewed.  
 
Chapter 3 (Methodology and Data) reviews the methodology utilized in this study. It 
starts with the rationale of the research question and propositions. It is followed by 
explaining the sampling and data collection. The process of pilot study and the layout 
of the experimental question are then discussed. A summary of Gallimore (1994) 
study is also presented in this part. The procedures and methods of analysis are 
presented last. 
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Chapter 4 (Data Analysis and Discussion) presents the overview of the experimental 
questions used in the interview. A general profile of the interviewees will be given 
followed by the description of results. The data analysis is then presented following 
methods illustrated in Chapter 3.The discussion and implication of the key findings of 
the behavioral characteristics is presented. 
 
Chapter 5 (Conclusion) summarizes the analysis and findings in previous chapters 
with a final conclusion. It further also states the limitations of this study and 
suggestion for further research areas. 
An Exploratory Study of Behavioral Characteristics in Hong Kong Valuation Practice 
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Chapter 2- Literature Review 
This paper is an exploratory study of behavioral aspects (anchoring and recency) of 
information processing in valuation proceeds by Hong Kong valuers. Before 
commencing empirical analysis, it is necessary to first introduce the theoretical and 
literature support for my motives and scope of study. Therefore, it is important for the 
readers to have some basic understandings on the background of traditional 
economics, the nature of behavioral economics, general information processing theory, 
and heuristic and bias. In order to acquire a basic understanding of the potential 
impact made on the accuracy of valuation by the behavioral characteristics such as 
anchoring and presentation effect, a review of empirical work regarding the 
information processing habits in valuation uncovered by other researchers will also be 
presented. Generally, two parts will be divided to present. The first part will include a 
brief review of basic principles of traditional and behavioral economics, general 
human information processing theory and expertise followed by the theoretical 
background of heuristics and bias. Then, the second part will become more specific. A 
review of literature regarding behavioral property research, behavioral aspects of 
valuation process and market efficiency of Hong Kong Real Estate Market will be 
introduced.   
 
2.1 Traditional economics 
According to Hogarth and Reder (1987), economics is the study of human behavior. 
The basic behavioral assumption of rationality was being adopted by neoclassical 
economists to explain the real world observation. Subject to the challenge of 
behavioral economists, it is argued that the rational choice paradigm adopted by 
economists delimits the scope of phenomena considered in empirical work. Economic 
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explanations involve showing that outcomes (what agents decide to do) are consistent 
with the maintained hypothesis of the rational choice paradigm. While for 
psychologists, explanation requires specifying the process by which choices are made. 
  
As presented by Hogarth and Reder (1987), the concept of rational choice behavior 
meant by traditional economists can be distinguish between two meaning, one quite 
broad and the other quite specific. In the broad definition of rationality, economists 
are referring to a rational choice paradigm rather than to any particular theory. That is, 
decision makers are said to behave rationally when and only when behavior can be 
interpreted as conforming to the ‘rational choice’ paradigm. This paradigm supposes 
that the individual decision maker has a utility function whose arguments are defined 
as alternative uses of the resources with which he or she is endowed. The quantities of 
these resources are interpreted as constraints on the possible choices available to the 
decision maker, so that rational behavior consists of determining the set of resource 
quantities to be devoted to each of the possible uses as the solution to a constrained 
maximization problem. Thus, to provide an economic explanation of observed 
behavior is to show that the actions of the relevant decision makers conform to the 
rational choice paradigm and, the behavior of multi person aggregates is the result of 
individual choices made according to that paradigm. However, as claimed by Hogarth 
and Reder (1987), this broad definition of rationality lacks specificity. It is therefore 
replaced by narrow definition of maximizing expected utility, which does depend on 
strong assumptions of a psychological nature, mentioned by von Neumann and 
Morgenstern (1947). Particularly, the rational person of neoclassical economics 
always reaches the decision that is the best in terms of the given utility function. 
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However, the simplistic economic models of rational agents exhibiting optimizing 
behavior are always objected to by some behaviorists.  
 
In order to have a clear understanding of standard microeconomic theory, the use of 
diagrams and functions as a tool of explanation will be employed in the following. 
State simply, standard microeconomic theory focuses on how economic decisions are 
coordinated by the market mechanism. Economic decisions have to be made both by 
consumers and by producers. Consumers can choose between a large number of 
goods. For each good they must decide how much they are going to consume. 
Producers must decide how much they are going to produce and how they are going 
to produce. Consumers and producers meet each other on the market. Coordination 
between the total quantity demanded by consumers and the total quantity supplied by 
producers is achieved through interaction on the market. In competitive markets, 
prices are determined by the process of market interaction, not by individual buyers or 
sellers. 
 
Market interaction 
Law of demand states that if price goes down, the quantity demanded goes up, other 
things being equal. The relation between price and quantity demanded is shown in Fig. 
2.1.The downward sloping demand curve (D) shows a negative relation between price 
and quantity demand. 
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Fig. 2.1 Demand curve  
 
On the other hand, law of supply states that if price goes up, the quantity supplied 
goes up. The relation between price and quantity supplied is shown in Fig. 2.2. The 
upward sloping demand curve (S) shows a negative relation between price and 
quantity supplied. 
Fig. 2.2 Supply curve 
 
Market equilibrium occurs when demand curve D and the supply curve S intersect 
(Shown in Fig. 2.3). At the equilibrium price, the goods produced by producers are 
actually sold to consumers 
Quantity supplied 
Price  
S 
Quantity demanded 
Price  D 
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Fig. 2.3 Market equilibrium  
 
The theory of demand 
For how an individual consumer chooses their consumption options, indifference 
curves analysis is used in standard microeconomics. Suppose a consumer is 
confronted with several different baskets of goods. Standard microeconomic theory 
assumes that each person can rank these baskets in the order that reflects his 
preferences. These preference rankings are assumed to be transitive. These preference 
rankings are assumed to be transitive. This means that if a person prefers basket A to 
basket B and prefers basket B to basket C, then he also prefers basket A to basket C. It 
is also assumed that each person prefers more of a certain good to less of it. With 
these assumptions about consumers’ preferences, it is possible to represent the 
preferences of a certain consumer by a set of indifference curves. Fig. 2.4 illustrates 
the indifferences curves for a consumer who can choose among baskets containing 
different quantities of Good A and Good B.  
 
Quantity  
Price  
S D 
Equilibrium 
point 
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Fig.2.4 Indifference curves 
 
The baskets (B) along the same indifference curve (U) are indifferent. Consumers are 
indifferent between the baskets represented by points on U1. He is not indifferent 
between baskets B1 and B3. He prefers B3 over B1. This is represented in Fig. 2.4 by 
the fact that B3 lies on an indifference curve that is farther from the origin. This 
consumer prefers all baskets represented by points on indifference curve U2 to all 
points on indifference curve U1. 
 
Utility means the satisfaction that consumers derive from having goods. It can be said 
that consumer derives the same utility from both baskets B1 and baskets B2. Thus an 
indifference curve is a curve representing points with the same level of utility. 
However, utility is not measurable. Standard microeconomics assumes only that 
consumers can rank different baskets of goods. It means that how great the difference 
in utility is between B3 and B1 can not be indicated. 
 
The amounts of Good A and Good B that this consumer will buy depend on his 
preferences as given by his set of indifference curves as well as his budget governed 
Good B 
G
ood A
 
U1 
U3 
U2 
B1 
B2 
B3 
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by the budget constraint. In my example, the quantities of Good A and B that the 
consumer can buy with the budget are given by Line I in Fig.2.5. Standard 
microeconomics assume that every consumer wants to maximize his level of utility, 
so he will choose the point on line I that gives him the highest possible level of utility, 
that is the maximization of the utility. This is point P on line I, where line I is 
tangential to indifference curve U2. The point of tangency indicates the basket that the 
consumer will actually buy given the budget constraint.  
 
Fig. 2.5 A model of consumer choice (a budget line and a set of indifference curves) 
 
The theory of production 
The theory of production deals with the two main questions in standard 
microeconomic theory.1) How much does a producer going to produce; 2) How does 
a producer going to produce that quantity. In answering those questions, the 
description of firm should be explained. In standard microeconomics, the firm is 
described as an entity that maximizes an objective function. The objective function of 
a firm describes the goal of the firm. The maximization of objective function is 
subject to constraints given to the firm by its production function. 
Good B 
G
ood A
 
U1 
U3 
U2 
I 
P 
An Exploratory Study of Behavioral Characteristics in Hong Kong Valuation Practice 
Chapter 2- Literature Review 
 
 15
 
A production function describes the relationship between any combination of inputs 
and the maximum out that a firm can produce with those inputs. For example, 
consider a firm producing Good C. In order to make Good C, the firm needs one kind 
of machines, one kind of labour and one kind of raw material. Let K be the amount of 
capital, L the amount of labour and M the amount of raw materials. Let Q be the 
maximum quantity of Good C that the firm can produce for a given combination of K, 
L and M. the production function is the relationship between Q and K, L, M and is 
expressed as 
 
Q = Q (K, L, M) 
 
The production function describes how much output can be produced with any 
combination of inputs. For given values of K and M, Q generally increases when L is 
increased. However, output cannot be increased indefinitely in this way. To increase 
or decrease the inputs that is available for production takes time. The concept of short 
run and long run then comes up. In the short run only some inputs can be varied. IN 
the long run all inputs can be varied. It is common to denote input factors that can be 
varied in the short run by L and input factors that can be varied only in the long run 
by K, so now L stands for all inputs factors that can vary both in the short run and in 
the long run, such as raw materials and certain kinds of labour, while stands for all 
inputs that can vary only in the long run, such as capital goods. The production 
function with two inputs is expressed as 
 
Q = Q (K, L) 
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This production is depicted in Fig. 2.6. The curve Q1 in Fig.2.6 represents all possible 
combinations of K and L that the firm can choose from if it wants to product Q1. The 
curves Q1, Q2, Q3 and Q4 are called isoquants that Q4>Q3>Q2>Q1. In standard 
microeconomics, at a given market price, the firms will choose the factors 
combination in a way that its profit are maximized subject to the principle of 
decreasing marginal productivity. 
 
Fig. 2.6  An isoquant map as a graphical representation of a production function. 
 
 
Gilad, Kaish, Loeb (1984) has outlined the directions of research in behavioral 
economics that is to contrast some of result predicted by standard theory. They 
reminded that at the most general level of economic analysis, the axioms of ordinal 
utility theory are widely accepted as the basis of modeling human behavior. However, 
the empirical studies discussed by psychologists Daniel Kahneman and Amos 
Tversky uncovered numerous violations of the axioms that subjects made when 
choosing among hypothetical as well as real prospects. In one series of experiments 
two equivalent versions of the same choice problem elicited different preference 
rankings according to the framing of the choices. In other series of studies, violations 
K 
 
Q1 
Q3 
Q2 
 L 
Q4 
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of the other axioms were produced. This occurred when framing effects were 
combined with another phenomenon discovered by Kahneman and Tversky- people’s 
bias towards risk aversion where gains are involved and toward risk seeking when 
they are attempting to avoid losses. The discovery of systematic biases in risky 
decisions led them to question the standard model of subjective expected utility. As an 
alternative, they proposed Prospect Theory, a theory postulating a non-linear relation 
between the overall value of a prospect and the probabilities of its outcome. The 
discovery and modeling by Kahneman and Tversky of the various biases in decision 
making has opened the way to a new field of applied economics. 
 
In addition, according to Douma and Schreuder (2002), they summarized four other 
assumptions underlying all models of standard microeconomics that have been 
questioned. 
 
First, firms are viewed as holistic entities. This means that the firm is considered to b 
a single unified entity. There is in fact no difference in standard microeconomics 
between the concept of a producer (one person working alone) and a firm (several 
persons cooperating to produce outputs). For example, profit maximization is the 
firm’s objective, then it is assumed that everyone inside the firm would work in 
accordance with that objective. In standard microeconomics, the firm is no more than 
a production function with an objective function. This may be an adequate description 
of a firm in explaining who competitive markets work. However, in explaining how a 
firm makes decisions to coordinate the work of its employees, another description 
may be needed.  
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Second, firms are supposed to have a single objective. Standard microeconomics 
assumes that firms have only a single objective. Usually it is assumed that the 
objective is to maximize either profits or the value of the firm on the stock market. In 
some occasions, firm may have two objectives, to maximize profits and employee 
satisfaction. It is unlikely to measure profits and employee satisfaction with the same 
yardstick. Standard microeconomics can handle firms with two objectives only when 
these two objectives can be combined into a single one.  
 
Third, another important assumption of standard microeconomics is that everyone has 
perfect information: every one knows everything (everything that is relevant for 
making decisions on how much and how to product and on how much to buy). 
However, organizations arise mainly as a solution to information problem in real 
world. Not all economic decisions are coordinated by the price mechanism of 
standard microeconomics. The actual decision making process within the firm should 
be considered as well.  
 
Fourth, behavior of producers and consumers is described as maximizing behavior. 
Producers are assumed to maximize profit. They are also assumed to know all 
alternatives such that they are able to compare all decision alternatives and choose the 
maximized one. However, for some types of decision such as decision concerning 
which new products to develop, this assumption does seem unrealistic. Such decisions 
can be so complex that it is difficult or costly to evaluate fully on each alternatives. 
Therefore, a satisficing behavior that means a good enough option instead of a perfect 
option may be more realistic.   
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2.2 Behavioral Economics 
Psychologists and economists used to see the world from their own perspectives and 
theories, but recently it is observed that there is a growing common perspective, 
called behavioral economics or economic psychology. One big issue was always the 
difference of opinion with regard to the rationality of people. It currently seems to be 
the case that economists agree that people often behave in an irrational or not 
completely rational manner, but also that psychologists have realized that theories that 
are based on the assumption of rationality and self interest are sometimes not useful. 
Psychologists now are interested in the economists’ perspective, at least as a 
benchmark for actual behavior. On the other hand, economists now have accepted that 
heuristics and biases are not idiosyncratic deviations but structural parts of human 
decision making. The experimental approaches in psychology and economics are also 
converging. Handgraaf and Raaij (2005) identified that a common language, mutual 
understanding and more collaboration between economists and psychologists are 
developing  
 
Generally, behavioral economics is a branch of Economics that concentrates on 
explaining the economic decisions people make in practice, especially when these 
conflict with what conventional economic theory predicts they will do3. Traditional 
utility theory assumes that people make individual decisions in the context of the big 
picture. But psychologists have found that they generally compartmentalize, often on 
superficial grounds. They then make choices about things in one particular mental 
compartment without taking account of the implications for things in other 
compartments. Some human behavioral characteristics were uncovered by 
                                                 
3 Definition adopted from http://www.economist.com/research/Economics/ 
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psychologist that people are prone to cognitive dissonance, often holding on to a 
belief plainly at odds with new evidence, usually because the belief has been held and  
cherished for a long time. Besides, people are disproportionately influenced by a fear 
of feeling regret and will forgo benefits even to avoid only a small risk of feeling they 
have failed. Behaviorists try to augment or replace traditional ideas of economic 
rationality with decision-making models borrowed from psychology. For more than 
two decades, some well-known behavioral economists such as Richard Thaler, Andrei 
Shleifer, Daniel Kahneman, and Amos Tversky have been pointing out all the ways in 
which people diverge from the hyperrational behavior that is assumed by 
conventional economics4. Said by McFadyen and Wood (1991), the area of behavioral 
economics has emerged displaying a new approach to the understanding of behavior 
which has continued to attract a growing interest amongst academics as demonstrated 
by the increasing number of published academic articles in the field. 
 
2.3 General human information processing theory and Expertise 
As Commented by Havard (2001), the area of decision making, heuristics and 
behavior in valuation aspects are derived from cognitive psychology. Research from 
the field of cognitive psychology has provided an understanding of how human beings 
reach decisions. Of particular relevance to economics and the practice of property 
valuation is how human decision makers operate in complex environments, where the 
outcome of the task is uncertain.  
 
According to Hardin III (1999), the theoretical foundation used in most studies of the 
decision making is derived from Simon (1957, 1978) and Newell and Simon (1972). 
                                                 
4 Charles J. Whalen., (2000), ‘Business Week’ New York: July 31, 2000. pp. 76 
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Simon (1957) postulated that decisions are made within a subset of all potential 
solutions. Limitation in the use and review of all potential solutions is still considered 
to be a rational behavior as some other factors such as search and data evaluation cost 
act as constraints of an individual’s decision making process. Newell and Simon have 
in fact developed a general theory of human problems solving that forms the 
foundation for behavioral property real estate valuation research. Other researchers 
like Evans (1989), Baron (1985) and Shanteau (1992) have emphasized that the use of 
schemas5 or heuristics6 is fundamentally a rational response to expanding levels of 
information.  
 
Newell and Simon (1972) and Simon (1978) emphasized individual’s cognitive 
limitations that expanded and refined Simon’s initial work. Also, the information 
processing theory introduced by Newell and Simon (1972) and Simon (1978) have 
made a great contribution. Hardin III (1999) has simplified the theory. An individual 
interprets a task (decision to be made) and tries to formulate it into a known, 
structured problem space. The selection of a problem space 7 , or schema, is an 
interactive process composed of information processing, task environment 
comprehension, and problem space definition. Interaction is facilitated by 
information-processing heuristics at the task environment, interpretation stage and the 
problem space generation stage of the decision process. The use of heuristics reduces 
the number of alternatives available for problem resolution. Information processing 
heuristics reduce search time when properly applied, by providing for proper task 
                                                 
5 A heuristic is a cognitive short cut that allows for a reduction in the amount of information processed. 
It, in essence, is a cognitive data reduction process. Cognitive process simplification can be based on 
data, as well as declarative and procedural knowledge. 
6  Schemas are domain specific cognitive processes for interpreting declarative and procedural 
knowledge.  
7 Problem space is how the decision maker cognitively perceives the problem to be solved. 
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definition and problem space generation. In fact, Newell and Simon (1981) define 
intelligence based on an individual's capacity to use simplifying heuristics. According 
to their idea, there is no limit to the amount of information that is available for search, 
or in the number of potential search patterns. But, in order to function in an ill-
structured environment, human must be able to determine what data are relevant and 
what relationships are plausible.  Baron (1985) is in agreement with the theoretical 
work of Newell and Simon, and Simon, but concludes that the potential biasing 
heuristics can be offset via experience, training and education. Pointed out by Hardin 
(1997), the use of heuristics often distinguishes expert from novice decision making 
behavior, generally improving the efficiency of the decision making process. And in 
circumstances, heuristic use can lead to biased or inefficient decisions.  
 
Evans (1989) suggested that heuristics are preconscious allowing for rapid acquisition 
and implementation of data search procedures when faced with familiar tasks. An 
expert is one that acquires domain specific knowledge and procedures for 
incorporating that knowledge into decision making process. Evans has also made a 
postulate that experience and training will allow for better task recognition and greater 
development of problem spaces. Baron (1985) argues that the selection of one schema 
may result in the selection of one set of relevant information while the use of another 
schema may result in a different set of relevant information. Each schema contains 
knowledge from a particular domain that serves as a guide to relevant data selection. 
In short, human information processing theory indicates that humans obtain domain-
specific schema that lead to optimal decisions within the framework of their domains 
of expertise. Valuers in Hong Kong usually deal with many valuations in a year as the 
transaction volume in Hong Kong property market is very large. So, do the valuers in 
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Hong Kong develop their domain specific knowledge well enough to result in optimal 
valuation decision? The answer seems yes. 
 
However, as mentioned by Hardin III (1999), misapplication of a schema that control 
processing heuristics or underdeveloped domain knowledge would lead to bias. In 
certain circumstancnces, heuristic use can lead to biased or inefficient decisions. 
Therefore, Shanteau (1992) developed the Shanteau Theory of Expert Competence 
that focus on when schema misapplication may occur and how domain expertise for 
schema could be sufficient developed. The theory includes five specific factors 
affecting an expert's competence to address sources of potential bias. The following 
are the simplified five factors: 
 
1. A sufficient knowledge of the domain, including textbook knowledge plus 
experience gained by working in a real world problem solving environment; 
2. The psychological traits associated with experts which includes self-
confidence, responsibility, and an ability to adapt, as traits required of an 
expert. 
3. The cognitive skill necessary to make tough decisions, involving the expert's 
ability to determine relevant data cues from complex and stressful external 
environments. 
4. The ability to use appropriate decision strategies. It includes simplification 
strategies for data acquisition and the use of preconscious decision procedures 
or heuristics 
5. A task with suitable characteristics. Actual task interpretation and presentation 
are difficult in more dynamic situations. For experts to show good 
performance, the task must be repetitive, objective, decomposable, allow for 
substantial feedback, have agreed upon stimuli, and have predictable problem 
parameters. 
 
In short, bias in decision making may occur through an inaccurate perception of the 
task or the incorporation of poorly developed schema. On the other words, Heuristic 
bias would occur because domain knowledge is insufficient and general information 
processing heuristics are inadequate to address the task. On the other hands, the use of 
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information-processing heuristics will be productive when coupled with domain-
specific knowledge and sufficiently developed cognitive skills that allow for effective 
data retrieval and interpretation. 
 
2.4 Heuristics and Bias 
Wooford (1985) defined heuristics as rules or patterns which help to reduce the 
complexity of decision making. Hardin (1997) noted that when properly applied, 
information processing heuristics reduce the search time and thus the time required to 
complete the task.  
 
In fact, there are numerous studies of general information processing literature that 
focused on situations where the use of heuristics may bias the decision process. Diaz 
III (2002) recognized that the pioneering work on the use of cognitive shorts cuts was 
performed by Tversky and Kahneman who have identified three heuristics in the early 
1970s, that is the representative heuristic, the availability heuristic, and the anchoring 
and adjustment heuristic In fact, the work of Tversky and Kahnemanem inspired lots 
of investigation into heuristic problem solving and potential bias among valuers. 
Evans (1989) later added a fourth, positivity. These four heuristics was the most 
frequently studied and most acknowledged within the literature. Each of them will be 
explained. 
 
2.4.1 The representative heuristic 
Tversky and Kahneman (1971, 1972) observed and defined the representative 
heuristic. They found that humans interpret a sample to be more representative of the 
parent population than it actually is. Subjective assessment of probability may be at 
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odds with actual probability. Their definition of the representative heuristic allows 
that bias occurs as the inability to properly assess the probability of an event over 
different sample sizes and populations affects decisions.  
 
2.4.2 The availability heuristic 
The availability heuristic (Tversky and Kahneman, 1973) states that individuals assess 
probabilities based on their familiarity with a certain task, idea, or environment. 
Humans attempt to frame a decision based on prior situations confronted and 
successfully negotiated. Bias occurs because once a task or situation has been 
perceived in a certain way such a perception is difficult to change. Furthermore, bias 
occurs because of data retrievability, salience, and illusory correlation. The 
availability heuristic restricts the formation of more effective heuristics unless 
feedback demonstrates that bias has been created.  
 
2.4.3 The anchoring and adjustment heuristic 
Tversky and Kahneman (1974) have defined the anchoring and adjustment heuristic 
which simply means individuals start at one place in a decision matrix and adjust from 
that initial point. Individuals try to get ``close'' and then make adjustment from an 
initial point by obtaining and using additional information. Bias occurs when the 
initial anchor is incorrect, insufficient adjustment is made, or there is an overly 
optimistic estimation of conjunctive probability. 
 
2.4.4 The positivity heuristic 
Evans (1989, p. 43) proposes a positivity bias and states: Positivity bias is assumed to 
arise from the preconscious heuristic processes which determine the locus of the 
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subjects' attention. Humans are looking for ways of confirming their individual 
interpretations of the world via their perception of the task environment and 
determination of the problem space.  
 
Hogarth (1981) emphasizes that heuristics are generally functional and that feedback 
and training are important in the generation of heuristics. While acknowledging the 
potential biasing effect of heuristics, Hogarth concludes that experience and feedback 
should mitigate much bias. Hardin III (1999) supported that the four foundation 
heuristics have also provided a framework for behavioral research within a property 
framework, but only as an extension of the general use of heuristics It is also 
identified by him that the cognitive short cuts commonly used by valuers and the 
biases these short cuts expose to valuers are the subject of an important research area. 
The use of heuristics for seek of efficiency seems to be employed by human’ 
information process due to the limited information capacity. Hong Kong valuer, like 
other human being, is expected to use heuristics in their judgement. In my study, one 
of the heuristics, anchoring, will be explored in Hong Kong valuers.  
 
2.5 Behavioral Property Research 
According to Diaz (1999), for theory, the behavioral approaches has abandoned the 
economics constructs of infallible rational man and efficient markets but finds support 
in psychology and in Newell and Simons’s (1972) work in human information 
processing and problem solving. According to Diaz (1999), behavioral property 
research was introduced as a new approach to the study of property. This approach 
has gain increasing acceptance in the mainstream property academic. As predicted by 
Gallimore (1999), this approach is a valid framework for property market analysis. 
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The trend of increasing number of research investigating the behavioral aspects of real 
estate market are supported by an observation of increased number of works 
published in some internationally refereed academic property journals8, including 
Real Estate Economics, The Journal of Property Research, The Journal of Real Estate 
Research and Journal of Property Investment & Finance. The behavioral approach had 
shown increasing attractiveness to property researchers. As explained by Diaz (1999), 
this interest has primarily stemmed from the deficiencies of the theoretical 
underpinning of the rational man construct to fully explain economic activity.  
 
As mentioned in the Editorial of Journal of Property Investment and Finance9, the 
behavioral property approach has added another dimension to academic research of 
property market. Shiller (2000) claimed that the underlying traditional economic 
assumption that all people are thoroughly rational is one of the causes for many 
academics to depend on simple and elegant models of market efficiency. This in turn 
has created a situation where academics are tempted to tackle only problems that can 
be answered with scientific precision. The study area may be so narrow that irrelevant 
maybe result. Therefore, it could be argued that potential dangerous consequences 
may be resulted, without the aid of behavioral analysis. This alternative approach to 
property research is going to be encouraged in order to create an opportunity for 
theory to become more useful and relevant. This perspective would ultimately lead to 
a deeper understanding of the more complex aspects of market reality. 
 
                                                 
8 A selected number of studies will be introduced in the latter part of this chapter 
9 Year: 2004, Vol: 224, Issue:4 
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From the Editorial of Journal of Property Investment and Finance10, it was identified 
that previous behavioral property researches have shown their contribution on the 
functioning of property markets. A number of key papers have studied the process of 
property asset valuation. Examples of recent contributions from the literature include 
studies on valuation judgement in terms of different reference points, transaction 
feedback, transaction price, client feedback and client influence (Diaz and Hansz, 
2001; Hansz and Diaz, 2001; Havard, 2001; Gallimore and Wolverton, 2000; 
Wolverton and Gallimore, 1999; Levy and Schuck, 1999)11. Findings from these and 
other published research projects have made contribution to the aspects of property 
market pricing and the construction of real estate indexes. Besides, there is numerous 
research about the studying of behavior of participants in the property market 
including consumers, lenders, brokers, investors, developers and landowners 
(Gallimore and Gray, 2002; Webb, 2000; Levy and Lee, 2000; Adams et al., 2001; 
Gallimore et al., 2000). The importance of human behavior to the valuation discipline 
is supported by the increasing number of behavioral property research published in 
the leading refereed journals. In my study, the exploration of two behavioral 
phenomena, anchoring and recency effect, can also be regarded as a behavioral 
property research. Its importance is supported by the fact of increasing number of 
behavioral property research published in the leading refereed journals. 
 
Moreover, from the Editorial of Journal of Property Investment and Finance12, it was 
also identified that there was an increased acceptance of the methodology employed 
in behavioral research and a growing acceptance of a qualitative approach to research, 
                                                 
10 Year: 2004, Vol: 224, Issue:4 
11 All these Journals will be summarized in the next sub-section  
12Year: 2004, Vol: 224, Issue:4 
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which is especially useful for behavioral researchers for its ability in investigating the 
behavior of individual players in the property market. The interview based empirical 
approach adopted in my study is also supported by the growing acceptance of 
qualitative approach to research. 
 
2.6 Empirical work on behavioral aspect of property valuation  
In this sub section, I am going to review selected empirical work regarding behavioral 
aspect of property valuation. It aims to give a general background to reader about the 
main stream of scope of behavioral studies and methodology employed in association 
with valuation and informs the research question of this study. Several dimensions of 
important research themes are now identified to discuss separately. 
 
2.6.1 Comparables sales and selection  
In an extension of prior work on normative decision techniques in appraisal, Diaz 
(1990b) found that the information-processing techniques used to select sales 
comparables differed by level of appraiser expertise. Expert appraisers considered 
fewer comparable sales than novices did. The comparable selection process used by 
the expert appraisers indicates a schema driven process that is cognitively efficient, 
but may lead to bias. The comparable sales selection processes used by valuers in the 
US were also described in his work. In fact, expert comparable sales selection can be 
characterized as two staged process as shown in Fig.2.7 
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Fig.2.7 How experts select comparable sales (Source: Diaz, 2002) 
 
 
 
 
 
 
 
 
 
 
 
 
In the first stage, the expert engages in a cognitively demanding process of selecting 
one or two sales representing a standard of comparability. In the second stage, these 
criterion sales are used as quick screens to efficiently reduce a pool of candidate sales. 
Screening of candidates stops when a satisfactory number of comparable sales have 
been selected. 
 
This strategy is efficient, but because experts may terminate search before all sales are 
considered, important data may be overlooked suggesting the potential for sub-
optimal or even biased results. The main objective of Diaz (1990b) is to find out if 
there is any difference between expert and novice in comparable sales selection. And 
the findings support that the information techniques used to select sales comparables 
differed by level of appraiser expertise. However, the expert may subject to the 
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possibility of adopting a biasing strategy. Referring to my study, the exploratory 
samples are Hong Kong valuers that are supposed to be expert in valuation discipline. 
They will be choosed to explore the behavioral phenomena as they are likely to adopt 
an efficient approach in certain stages of valuation. That will be followed my study 
objective. 
 
Knowledge of the subject’s pending transaction price is another factor that can bias 
comparable sales search results. Gallimore and Wolverton (1997) have investigated 
empirically the effect of price knowledge on valuer behaviour together with a cross 
cultural comparison between UK and British valuers. He has conducted a series of 
controlled experiments to find supporting evidence that the comparable sales selected 
by US appraisers were influenced by knowledge of the sale price of the residence 
being valued. The sale price knowledge resulted in appraisers not selecting the ‘best’ 
comparables, but it also influenced the actual value judgement. The same set of 
experiments were repeated among British valuers, and the results were similar to that 
of the US appraisers but different in some notable ways. The results suggested that 
British valuers seemed less susceptible to comparable selection bias due to the 
difference in transaction price knowledge, but the value estimates of British valuers 
seemed more susceptible to transaction price knowledge than the value estimates of 
US appraisers. These cross-cultural differences in susceptibility to transaction price 
knowledge were suggested by them that due to rigid disclosure requirements which 
make the valuation and adjustment processes transparent. The US has strict disclosure 
requirements, but the UK does not. The disclosure requirements in Hong Kong 
valuation practice are different from those of UK and US in certain extents. If the 
findings of my study at then end are in principle different from other property 
An Exploratory Study of Behavioral Characteristics in Hong Kong Valuation Practice 
Chapter 2- Literature Review 
 
 32
behaviorist, the specific valuation practice requirements in Hong Kong may be a 
possible reason for the differential results.   
 
2.6.2 Overall method of valuation 
What US appraisers are trained to do 
According to Diaz (2002), in United States, valuers who are more commonly called 
appraisers, are trained to value property by using a step-by-step method called the 
appraisal process. After defining the appraisal problem by identifying the location of 
the property, the pertinent property rights, the date of valuation, the valuation basis, 
and the appropriate definition of value to be estimated, the appraiser is taught to 
consider the general forces which may influence the property value. Depending on the 
property, general forces could include international, national, regional, county, city, 
and neighborhood factors. Because the US appraiser is taught to start the broadest 
possible class of influences and work through to the narrowest, the process is 
essentially deductive. The further narrowing focus on the details of the subject, such 
as collection information about the subject plot, building, title, property taxes, and 
planning permissions. Then come to the determination of the highest and best use and 
a collection of the comparable data that will support the valuation. These data should 
include comparables sales data, comparable rent data, and comparable cost data. 
According to training, at this stage, the appraiser should use all three approaches to 
valuation including sales comparison, cost and income approach or they should 
explain why an approach was not used. Since the process yields three different 
estimates of the property value, a final reconciliation is needed to derive a conclusive 
single point value estimate. Fig.2.8 shows what US experts are taught to do. 
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Fig. 2.8 What US experts are taught to do  
(Source: Diaz, 2002) 
 
 
 
 
 
 
 
 
 
 
What US appraisers actually do 
The above appraisal process is called the normative model because appraisers are 
taught as the norm for appraisal practice. That process required significant effort to 
perform. Based on the work of Newell and Simon as well as Tversky and Kahneman, 
researchers suspected that US appraisers might not invest the cognitive effort needed 
to perform the demanding normative appraisal process, but they would find probably 
subconsciously short cuts. Diaz (1990a) conducted a series of process tracing 
experiments to determine what US appraisers actually do in contrast to the normative 
appraisal process. This study concluded that US appraisers actually use the six-step 
process depicted in Fig. 2.9 
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Fig. 2.9 A descriptive model of what US experts actually do  
(Source: Diaz, 2002) 
 
 
 
 
 
 
 
 
 
 
 
 
The six steps are problem definition, specific data collection, general data collection 
(optional), comparable data gathering, valuation analysis, and final judgement. This 
actual or called descriptive process is not the same as the normative appraisal process. 
Unlike the appraisal process, the descriptive process usually eliminates the gathering 
of the most general information and only broadens their focus when questions call for 
a more general investigation. Once specific subject data were collected, US experts 
participating in the experiments generally began to collect comparable data. They 
usually gathered all the data necessary to conduct the valuation analysis before 
proceeding into the analysis. In this experiments, US experts always employed the 
sales comparison technique while a few experts  
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What UK valuers actually do 
According to Diaz (1990a)’s study, the UK expert descriptive model that shown in 
Fig.2.10 is quite different from US expert model. 
Fig.2.10. What UK valuers actually do. 
(Source: Diaz, 2002) 
 
 
 
 
 
 
 
 
 
 
The general character of the above model is not serial but iterative. It consists of four 
steps, problem definition, comparable data gathering, analysis and final judgment. UK 
expert participating in the study seemed to seek preliminary problem definition and 
then immediately start comparable data gathering. As questions arose, the UK experts 
would cycle back, seeking further problem definition. This iterative tendency held 
even in the analysis phase. UK experts employed only the sales comparison technique 
but sometimes used data associated with the other techniques, such as cost or income 
information, to refine the problem. Moving from familiar settings to unfamiliar ones 
did not change UK expert behavior.  
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The reasons for the fundamental differences between expert processes in the UK and 
expert processes in the US are speculative. However, Diaz has identified several 
potential causes. He regarded that the most obvious reasons is the existence of the 
widely accepted normative appraisal process which all US appraisers are taught. 
Though US experts do not follow the normative model, its influence is clear in the 
hierarchy of their distinct step by step procedure. US students learn the normative 
model, probably use it in early assignments, and then unconsciously modify this 
standard process in the search for greater efficiency. UK appraisers do not start with 
such strong normative guidance. Their training emphasizes the physical inspection 
rather that valuation techniques. Other identified factors which may contribute to their 
differences are business cultures and client expectations that change from country to 
country. 
 
The descriptive model of valuation process adopted by US and UK valuers are 
different as found by Diaz (1990a). It is identified by him that the potential cause is 
the difference in training between two countries. In Hong Kong, the valuation training 
should not be the same to other countries subject to the special characteristics of 
property market in Hong Kong. Thus, in order to acknowledge better the information 
processing habits in Hong Kong valuers, a descriptive valuation model adopted by 
Hong Kong valuers should be studied. This may provide a foundation for other 
researchers to follow up. 
 
2.6.3 Client feedback and Influence 
Client feedback and influence on valuation accuracy is widely regarded as another 
dimension of behavioral aspects of valuation research. Interaction with clients is an 
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important part of the process of valuing property. Valuers are used to get important 
information about the subject property and the market by communicating with their 
clients. However, as noted by Diaz III (2002).a common concern was that these 
communications may become an attempt to influence and are therefore potentially 
dangerous. 
 
In fact, there are numerous empirical studies using surveys, experiments and intensive 
interviews to investigate valuer response to feedback and client influence. By 
conducting a postal survey involving more than 500 US commercial appraisers, 
Kinnard, Lenk, and Worzala (1997) have provided the first strong formal evidence of 
client pressure and valuer response . Client pressure on valuers was found to 
pervasive. The tendency of valuers to give way to these pressures was also common.  
Levy and Schuck (1999) has studied the influence of clients on expert New Zealand 
valuers in a series of intensive, in depth interviews. Certain types of assignments, 
especially those valuations for negotiating settlements, seem to be associated 
particularly with client pressure. The findings suggested that the types of client 
pressure exerted on valuers were found to depend on client sophistication. 
Sophisticated clients use information to influence valuers. Methods include 
emphasizing positive property attributes, withholding negative information, and 
supplying selected market information. Unsophisticated clients tend toward coercive 
tactics such as threatening to withhold fee payments or future assignments. 
Participating New Zealand valuers indicated that for any given property there is a 
range of defensible values and that modification of reported values within this range 
was acceptable practice but that changing values beyond this range was not acceptable.  
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Regarding the impact of impact client feedback and pressure, Wolverton and 
Gallimore (1999, 2000) has found that the impact of client pressure can be more 
subtle than direct influence on reported values. A survey conducted in the US 
revealed that appraisers exposed to above average levels of client feedback tend to 
define the valuation objective differently than do other appraisers (Wolverton and 
Gallimore, 1999). Most appraisers view their role as providing in independent opinion 
of market value, but those exposed to the greatest amount of client pressure may tend 
to see their role as validating a pending sale price. However, Gallimore and 
Wolverton (2000) conducted a similar survey of UK valuers but yielded quite 
different results. A significant minority of UK valuers appeared to view the valuation 
objective as sale price validation, these valuers are not subjected to greater client 
pressure than those valuers who defined their task as objective market value 
estimation. These valuation-as-validation valuers are suggested to tend to be 
specialists who work exclusively or nearly so that provide few other professional 
property services. 
 
In a study carried by Hansz and Diaz (2001), the role of transaction price feedback 
was investigated. In a series of experiments, expert appraisers valued a hypothetical 
property. After documenting their value judgement, they were presented with the 
subject sales contract indicating the pending transaction price. Next they valued a 
second, completely unrelated property. Those appraisers receiving transaction price 
feedback indicating they hand been low in their first valuation adjusted upwards their 
subsequent value judgment on a totally unrelated property. On the other hand, 
appraisers who received feedback that they had been too high in their first value 
judgement did not make significant adjustments to subsequent value judgments on a 
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totally unrelated property. The appraisers gave a greater weight to the ‘too low’ 
feedback than to the ‘too high’ feedback. They reacted much more strongly to the ‘too 
low’ feedback despite the fact that there was no client pressure in the experiments. It 
is suggested by the author that appraisers knew that a valuation that is too low, unlike 
one that is too high, will likely be of great concern to clients. The conclusion is 
tempting that appraisers subconsciously react more strongly to ‘too low’ evidence 
than to ‘too high’ evidence because of their pervasive concern over client reactions.  
 
2.6.4 Bias and Heuristics  
2.6.4.1 Recency and confirmation behavior 
Investigation into heuristic problem solving and potential bias among valuers was 
inspired by the work of Tversky and Kahneman. Gallimore (1994) conducted the first 
research in this stream that involved over two hundred commercial and residential 
valuers in a postal survey. The findings of this study suggested the order in which 
valuers process evidence may influence their conclusions. Valuers seemed to give 
greatest credence to information most recently considered. Differences in information 
sequence, for example the order in which comparable sales are examined, may evoke 
different interpretations of the same set of evidence. Therefore, it may lead to 
different value conclusions. This tendency has been labeled as recency. However, the 
generality of his findings may be questioned. Particularly inspired by this study, the 
recency effect will be explored in my study. 
 
Another postal survey involving a similar number of UK valuers examined 
confirmation behavior (Gallimore, 1996). This paper explored the contention that 
valuations may incorporate elements of cognitive bias by testing for the presence of 
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confirmation bias. Generally, confirmation behavior occurs when valuers make early, 
preliminary value judgements and then seek evidence supporting these early opinions. 
Valuers are prone to overweigh the supporting evidence. He found that some evidence 
indicates that valuers may indeed use confirmation strategies, but concluded that the 
case for the presence of confirmation bias is unproved. 
 
2.6.4.2 Anchoring and adjustment heuristics 
There were a number of behavioral property studies that examined anchoring. Lots of 
experiments have explored the tendency of valuers to anchor to previous value 
opinions. Havard (1999) have conducted a UK study using final year valuation 
students from the Nottingham Trent University and Heriot-Watt University as 
research subjects. These students adjusted a low previous valuation upward more 
often than they adjusted a high previous valuation downward. In other words, they 
appear to have anchored on the high valuations but not on the low ones. This finding 
suggested that the magnitude of anchor may affect the final conclusion of anchoring 
heuristics. Regarding to my study, only a transient anchor would be implanted to the 
Hong Kong valuers for the reason of simplicity.  
 
In a study by Diaz (1997), experts and novices in an ill-structured appraisal 
environment were found not to anchor to the valuation estimate of an anonymous 
expert (Member of the Appraisal Institute (MAI)). Diaz also found that the dispersion 
in value estimates for expert appraisers was not impacted by the anchor, but was 
reduced for novices. Although heuristic theory might propose an anchoring effect if 
the anonymous expert was deemed relevant, the fact that the MAI was anonymous 
may have mitigated the respondents' use of the anchor. If a specific appraiser 
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acknowledged by the field and known by those in the field to be an expert in appraisal 
was suggested as the expert, anchoring would have been more likely because the 
expert's appraisal valuation would have been considered more relevant. In a 
subsequent study, Diaz and Hansz (1997) found that appraisers valuing property in 
areas which they have limited knowledge anchor to an anonymous appraiser's prior 
opinion. This may indicate a generally functional heuristic when experts are faced 
with insufficient domain-specific knowledge. Without actual domain- (market) 
specific knowledge, anchoring to a report generated by a fellow MAI, may be a 
rational response. Market ambiguity leading to valuer uncertainty seems to be a factor 
that triggered the anchoring behavior in these studies. From Diaz and Hansz’s (2001) 
results, US experts operating in unfamiliar markets may also anchor on other 
available information such as uncompleted contract prices on the subject and on 
comparable properties  
 
Diaz and Wolverton (1998) found that US appraisers might anchor to their own 
previous estimates of value. In this experiment, expert income property appraisers 
valued a commercial property and revalued the property some months later. The 
results indicate that appraisers may often insufficiently update their previous value 
judgment. They tend to adjust insufficiently to the previous valuations in light of the 
available market evidence. The authors contend that this may be a reason for the 
smoothing effect found in many real estate indices.  
 
Northcraft and Neale (1987) also provided one of the first studies of heuristics and 
bias in a real estate setting. The anchoring and adjustment heuristic was studied in a 
home valuation context. A total of 48 undergraduate students participated in the study 
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as novices and 21 real estate agents participated as experts in residential valuation. All 
participants provided estimates of market value, listing price, a price they would 
actually pay, and a minimum selling price for a specific house after reviewing 
information on the house and after being exposed to one of four levels of listing price. 
In all instances, both experts and novices anchored on the listing price. Even when the 
anchor price was less credible, anchoring was evident. 
 
Gallimore (1994) has conducted research with respect to the way in which process the 
evidence they use in producing valuations. The presence of anchoring are supported 
by his findings13 
 
The information-processing paradigm in this sub-section has been introduced to the 
property literature and to property academics. Valuer’s reliance on anchoring and 
adjustment heuristics was found in certain occasion. Bias caused by heuristic use has 
been identified with novices, expert valuers and in certain instances where study 
participants have limited data or some form of task unfamiliarity. As supported by 
behavioral theory and many of the above anchoring studies, the exploration of 
anchoring phenomena is chosen as the other of my study area. 
 
2.6.5 Valuation variation and smoothing 
A presented by Diaz III and Wolverton (1998), Geltner (1989a) provided a precise 
definition of appraisal smoothing as the ratio of the standard deviation of true 
portfolio property values to the standard deviation of appraised portfolio property 
                                                 
13 A summary of  Gallimore’s (1994) study will present in chapter 3.7  
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values. Despite the suggestiveness of the term "appraisal smoothing", this view 
defines an observed phenomenon but does not attempt to assign behavioral causality  
 
Diaz III and Wolverton (1998) have found another possible explanation of appraisal 
behavior leading to appraisal smoothing, that is the anchoring and adjustment 
heuristic identified by Slovic and Lichtenstein (1971) and explicated by Tversky and 
Kahneman (1974). Appraisal smoothing, the reduced variability of real estate return 
series, has been attributed to appraisers being influenced by their own previous value 
estimates. This hypothesis is tested experimentally by Diaz III and Wolverton. In their 
experiment (Diaz III and Wolverton, 1998), expert appraisers from Atlanta were 
asked to value a hypothetical apartment project in Phoenix, Arizona. These experts 
were asked to update their original appraisals subject to given market and property 
changes after eight months. While at this time, another independent group of Atlanta 
experts was asked to appraise the property based on the updated conditions. The 
results indicated that the treatment group expert appraisers made insufficient 
adjustments from their initial value conclusions. The hypothesis of insufficient 
adjustment from previous value judgment was support. This paper highlighted one of 
the information processing aspects of valuation, anchoring, that will be explored in 
my study. 
 
2.7 Einhorn and Hogarth’s model 
This subsection aims at providing a providing a general explanatory framework of 
recency analysis. According to Ashton and Ashton (1988), Einhorn and Hogarth’s 
model (1985) posits a simple, plausible psychological mechanism which relies on the 
notion that people are sequential information processors with limited capacity. An 
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individual’s current belief is assumed to provide a basic that is adjusted on the facing 
of new evidence. The revised belief then becomes the basic for the next adjustment, 
and the process continues sequentially. The model’s appeal is strengthened by the fact 
that it requires little working memory or computational ability.  
 
The Einhorn and Hogarth model has incorporated five characteristics of additional 
evidence: direction, strength, type, order and presentation mode. First, it is better to 
consider the direction, strength, and type of evidence. Direction of evidence refers to 
whether the evidence supports or does not support a current belief. Additional 
evidence that supports a belief is positive (or confirming) evidence, while additional 
evidence that does not support a belief is negative (or disconfirming) evidence. The 
second characteristic of additional evidence is its strength, or the degree to which it 
confirms or disconfirms a current belief (weakly or strongly). Finally, evidence type 
can be consistent or mixed. When all the additional evidence is of the same direction 
(either positive or negative), it is consistent. In contrast, when some evidence is 
positive and some negative, the evidence is mixed.  
 
The above three mentioned evidence characteristics can then be combined to consider 
the order in which additional evidence is presented. Evidence order is in fact 
important in sequential processing that for example, weak evidence can follow strong 
evidence (or vise versa), negative evidence can follow positive evidence (or vise 
versa). Einhorn and Hogarth then addressed a crucial question that conditions under 
which evidence order will affect belief revision. Regarding the presentation mode, the 
evidence can be presented 1) simultaneously (at all once) that one’s belief revised 
only once in response to all of the evidence; or 2) sequentially that one’s belief 
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revised based on the prior belief and so on. The Einhorn and Hogarth model specifies 
the conditions under which sequential presentation of consistent evidence will result 
in greater or lesser belief revision than simultaneous presentation. More specifically, 
the model predicts smaller revisions for sequential presentation for individuals who 
are evidence avoiding, but smaller revisions for simultaneous presentation for 
individuals who are evidence prone. The model provides preliminary evidence about 
one’s general attitudes toward evidence. 
 
2.7.1 The Model’s Combination Rules 
A key feature of Einhorn and Hogarth’s model is that separate combination rules are 
used to incorporate negative evidence (which disconfirms a prior belief) and positive 
evidence (which confirms a prior belief). Einhorn and Hogarth develop a 
‘discounting’ model for negative evidence, and a parallel ‘accretion’ model for 
positive evidence. Evidence is assumed to be correctly identified as either positive or 
negative before being combined with the current belief. Adjustment is then made 
according to the discounting or accretion process based on whether the evidence 
disconfirms or confirms the prior belief.  
 
Discounting model, for negative evidence 
Sk = Sk-1-wk-1s(ak)                   
Accretion model, for positive evidence                     (1) 
Sk = Sk-1 + rk-1s(bk)                  
 
Where 
Sk= strength of belief after evaluating k pieces of evidence (0 ≤ Sk ≤ 1) 
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Sk-1=strength of belief after evaluating k-1 pieces of evidence, the current 
position  before evaluating the kth piece of evidence (0 ≤ Sk-1 ≤ 1) 
ak= strength of the kth piece of negative evidence (0 ≤ ak ≤ 1) 
bk= strength of the kth piece of positive evidence (0 ≤ bk ≤ 1) 
s(ak)= subjective strength of the kth piece of negative evidence (0 ≤ s(ak) ≤ 1) 
s(bk)= subjective strength of the kth piece of positive evidence (0 ≤ s(bk ) ≤ 1) 
wk-1= adjustment weight for negative evidence 
rk-1= adjustment weight for positive evidence 
 
Equation (1) incorporates two important notions. First, evidence is evaluated 
regarding its strength, s(ak) or s(bk), and then used to adjust the current belief, Sk-1. 
Second, the adjustment weight, wk-1 or rk-1, represents how the strength of the current 
belief affects the adjustment process. It is assumed that: 
 
For negative evidence 
wk-1=Sk-1 
For positive evidence   (2) 
rk-1=(1-Sk-1) 
 
By making the adjustment weight for negative equal to the current belief, and the 
adjustment weight for positive evidence inversely proportional to the current belief, 
this assumption incorporates a contrast or surprise effect. Particularly, a strongly held 
belief implies a larger adjustment weight for additional negative evidence but a 
smaller adjustment weight for additional positive evidence. This means that negative 
evidence will affect a strongly held belief more than it will impact a weekly held 
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belief. Stated differently, larger current belief are ‘hurt’ more than smaller ones by the 
same negative evidence. On the other hand, weakly held beliefs are increased more by 
positive evidence than strongly held belief. 
 
Einhorn and hogarth specify: 
For negative evidence 
s(ak)= 
For positive evidence   (3) 
s(bk)= 
 
Where γ (≥0) represents an individual attitude toward negative or disconfirming 
evidence and ß (≥0) represents an individual attitude toward positive or confirming 
evidence. The γ and ß parameters can interpret as follows: 
γ >1 implies ‘disconfirmation avoiding’ attitude  
γ =1 implies ‘disconfirmation neutral’ attitude 
0≤γ<1 implies ‘disconfirmation prone’ attitude 
Similarly,  
ß >1 implies ‘confirmation avoiding’ attitude  
ß =1 implies ‘confirmation neutral’ attitude 
0≤ ß <1 implies ‘confirmation prone’ attitude 
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Substituting equations (2) and (3) into equation (1) yields the FULL MIXED 
EVIDENCE MODEL (4a) and (4b): 
Discounting model, for negative evidence: 
Sk=Sk-1-Sk-1         
Accretion model, for positive evidence:   (4a)   
Sk=Sk-1+(1-Sk-1)     
Or  
Sk=Sk-1(1-      )                                        (4b) 
Sk=Sk-1(1-      ) +  
 
Thus, the model implies that the strength of belief after processing k pieces of 
evidence is a function of two factors: (1) the size of the k-1 belief (and, thus, the size 
of the adjustment weights); and (2) the subjective strength of the evidence. The latter 
factor is due to two components: (a) the ‘objective’ strength of the evidence and (b) 
one’s attitude toward confirming and disconfirming evidence.  
 
2.7.2 The Model’s Predictions 
When the discounting and accretion models are combined, the resulting mixed 
evidence model predicts order effects in the sequential processing of mixed evidence. 
Order effects are predicted because the adjustment weight for the kth piece of 
evidence depends on the current belief, which depends on the strength and sign of 
previously evaluated evidence. The contrast or surprise effect, which is determined by 
the adjustment weight, is greater for positive evidence when the current belief is small 
and for negative evidence when the current belief is large. 
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The prediction of order effects by mixed evidence model can be demonstrated by 
considering the strength of belief after receiving positive evidence followed by 
negative evidence, S(+−)m versus receiving negative evidence followed by positive 
evidence, S(−+). This is shown in Fig. 2.11, given the initial belief, so. The slopes of 
the lines connecting k=0 and k=1 versus the slopes connecting k=1 and k=2 indicate 
that positive evidence has a greater accretion impact in the (−+) sequence, and that 
negative evidence has a greater discounting impact in the (+−) sequence. Thus, 
greater weight is given to evidence processed later in the sequence than to evidence 
processed earlier, that is, a recency effect. This effect is caused by the new belief at 
k=1, the positions of which depend on the sign of the first evidence processed. The 
differences in slopes lead to lines that cross a ‘fishtail’ pattern (Shown in Fig. 1.5). 
Recency is implied because the final position for the (+−) order is lower than the final 
position for the (−+) order. Einhorn and Hogarth’s analytical results indicate that 
recency effects should be larger when both positive and negative evidence are strong, 
and that the initial position, so, should have no impact on the size of recency effects. 
 
Fig. 2.11 Hypothetical ‘Fishtail’ pattern showing recency effects for mixed evidence 
 
 
 
 
 
 
  
An Exploratory Study of Behavioral Characteristics in Hong Kong Valuation Practice 
Chapter 2- Literature Review 
 
 50
Generally, one of the predictions indicated by the Einhorn and Hogarth Model is that: 
For mixed evidences, greater weight is given to evidence processed later in the 
sequence than to evidence processed earlier, that is, recency effect. Specifically, it 
predicts that negative evidence which is received after positive evidence will result in 
greater discounting, and that positive evidence which is received after negative will 
result in a greater increase in beliefs, because of the contrast effect. Recency effect 
will be implied when the final position for the (+−) order is lower than the final 
position for the (−+) order. 
 
2.7.3 Evidence supporting the model  
Ashton and Ashton (1988) have reported one of the experiments that test the 
predictions of the Einhorn and Hogarth model with respected to order effects for 
mixed evidence. The subjects of experiments were practicing auditors enrolled in a 
continuing professional education program. For the design of the experiment, subjects 
were asked to assume they were investigating the payroll records of an audit client. 
Then, a sequential presentation of positive and negative evidence was followed. Two 
orders of presentation were used: the two pieces of positive evidence followed by the 
two pieces of negative evidence (++−−), and the two pieces of negative evidence 
followed by the two pieces of positive evidence (−−++). The order of presentation for 
the two positive items, and for the two negative items, was the same in both 
presentations. After each piece of new evidence was presented, subjects were asked to 
revise their beliefs. Mean change in (++−−) is higher than (−−++) and is proved 
significant in difference. The effect due to the order of presentation of the evidence 
indicates recency as predicted by the model. 
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2.8 Conclusion  
To conclude, traditional economics and behavioral economics are different in terms of 
scope of study, methodology and the view point with regard to the rationality of 
people. Psychologists and economists are now showing a growing common 
perspective called behavioral economics. From the review of human decision theory, 
it is suggested that humans may adopt cognitive short cuts (Heuristics) to improve the 
efficiency of information processing. In particular, the work of Tversky and 
Kahnemanem has inspired lots of investigation into heuristic problem solving and 
potential bias among valuers. Based on the work of Newell and Simon as well as 
Tversky and Kahneman, researchers suspected that appraisers might not invest the 
cognitive effort needed to perform the process, but that they would find, probably 
subconsciously, short cuts. The empirical works in several dimensions supporting the 
possibility of bias in valuation has also been identified and reviewed in this chapter. 
In addition, the increasing number of behavioral property research published in the 
international journals has underlined the importance of human behavior to valuation. 
Regarding the possibly uncommon nature of Hong Kong real estate market as weak 
form efficient contributes additional motives of my study.  
 
Therefore, the following question arises: Is there evidence of the anchoring and 
adjustment, and recency phenomena in Hong Kong valuer’s decision making process?  
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Chapter 3-Methodology and Data 
This chapter illustrates the methodology used to explore the research question stated 
in the former section. The approach adopted in this study is in principle comparable to 
that adopted by Gallimore (1994). The data used are derived from interviewing Hong 
Kong professional valuation practitioners as an exploratory sample. It also presents 
the detail design of sampling and analyzing of data. A qualitative analysis will be 
employed to interpret the responses of interviewees. The methodology is administered 
by conducting an in depth interview with a sample of property valuers in Hong Kong. 
Structured interviews are used as the overall strategy of data gathering so as to 
standardize interviews and obtain consistency from a number of respondents. Due to 
constraints in time, scope and sample size, this approach is in some aspects different 
from the questionnaire approach that Gallimore used to gather data. The methodology 
and the method of analysis regarding the two phenomena (anchoring and recency) 
will be introduced at the end of this chapter.  
 
3.1 Qualitative Research  
There are many definitions of qualitative research, Strauss and Corbin (1990, p17) 
define it as any kind of research that produces findings not arrived at by means of 
statistical procedures or other means of quantification. Berg (2001) differentiates 
between qualitative and quantitative research by identifying qualitative research as 
referring to meanings, concepts, definitions, characteristics, metaphors, symbols, and 
descriptions of things, whereas quantitative research as referring to counts and 
measures of things. Denzin and Lincoln (1994, p 4) stated that qualitative researchers 
stress the socially constructed nature of reality, the intimate relationship between the 
researcher and what is studied, and the situational constraints that shape inquiry. They 
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seek answers to questions that stress how social experience is created and given 
meaning. In contrast, quantitative studies emphasize the measurement and analysis of 
causal relationships between variables, not processes. Inquiry is purported to be 
within a value-free framework.  
 
As described by Levy and Henry (2001), there is evidence of a growing acceptance of 
a qualitative approach to research, which is especially useful for behavioral 
researchers for its ability in investigating the behavior of individual players in the 
property market. An increase in the collection of primary data through conducting 
surveys, interviews and experiments in place of the analysis of secondary database are 
the illustrations. In this study, a qualitative approach using interview-based 
exploratory empirical study will be employed. 
 
3.2 Research Question 
The review of human decision making theory has provided an understanding of how 
human beings reach decisions. Of particular relevance to valuations is how valuers 
operate in a complex environment. In these situations, it is identified by empirical 
observation that humans adopt cognitive short cuts (Heuristics) to ease the burden of 
information processing. In fact, the large amount of the empirical testing was based 
on abstract, general knowledge settings. The use of heuristics often distinguishes 
expert from novice decision behavior, generally improving the efficiency of the 
decision making process. In certain circumstances, heuristic use can lead to biased or 
inefficient decisions. Besides, the trend of increasing number of research investigating 
the behavioral aspects of real estate market is supported. The evidence of a growing 
acceptance of a qualitative approach to property research has also been identified.  
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In addition, there were many empirical studies regarding the behavioral characteristics 
of property valuers in their decision making process.  In particular, there were a 
number of studies in real estate that have examined anchoring. The first research 
investigating the heuristic problem solving and potential bias among valuers was 
conducted in the UK and involved over 200 hundred commercial and residential 
valuers in a postal survey (Gallimore, 1994). And the findings of his study supported 
the presence of anchoring and a differential response to different orders of evidence 
processing by UK valuers. Particularly inspired by this study, I decide to explore the 
behavioral aspects of information processing in valuation proceed by Hong Kong 
valuers as my study area. A qualitative approach will be employed to interpret the 
required data. As there is cultural and educational differences between Hong Kong 
valuers and UK valuers, their valuation behavior may not be absolutely the same or 
different. Valuation in Hong Kong in fact takes place in a real estate market that has 
special characteristics. There is evidence by empirical test supported that the Hong 
Kong real estate is in weak form efficiency. The findings of behaviorists on valuer’s 
decision making process may not hold in this study. These are also the supportive 
motives for this study.  
 
Following the review in Chapter 2, the research question is: 
Is there evidence of the anchoring and adjustment, and recency phenomena in 
Hong Kong valuer’s decision making process? 
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3.3 Propositions 
In this exploratory study, evidence will be found either to support or reject the 
following propositions: 
1. The behavioral phenomenon of anchoring is present in the decision 
making process of Hong Kong valuers. 
2. The behavioral phenomenon of recency is present in the decision making 
process of Hong Kong valuers.  
 
3.4 Data and its collection 
Valuation practice in Hong Kong is usually the responsibility of the General Practice 
Surveyors (Valuers). Chartered General Practice Surveyors are qualified in their 
profession so that they are assumed to acquire the domain specific knowledge about 
valuation. Thus, the interview research was targeted at Chartered General Practice 
Surveyors who have at least two years of valuation experience in Hong Kong. It is 
expected valuers who have a greater experience of valuation practice would be more 
familiar with the valuation procedures. Therefore, surveyor interviewees with more 
valuation experience in Hong Kong will be preferable as their response will be more 
reliable and representative. In total, 10 structured interviews will be carried out. Other 
than the experience rule, further identification of potential interviewees will follow 
convenience sampling. A pilot test will be carried out with selected staff members and 
undergraduates of the Department of Real Estate and Construction of the University 
of Hong Kong. 
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3.5 Pilot study 
A pilot study was conducted on 15 final year undergraduates and two staff members 
of Department of Real Estate and Construction of The University of Hong Kong, 
before the main interviews were carried out. They were asked the experimental 
questions to test the draft questionnaire. No errors with respect to Part I and II were 
found.  No major errors were identified but minor problems were found relating to the 
control of the information set of Part II regarding the manipulation of supportive and 
negative evidence. Some respondents coded the challenging evidence as supporting 
evidence with respect to the comparable in Healthy Garden (See Appendix 2). 
Regarding that comparable, selected staff members of the Department of Real Estate 
and Construction of the University of Hong Kong also did not code as expected. Since 
the success of the manipulation of the evidence is critical to my study, the final 
questionnaire was refined based on the feedback provided by students and selected 
staff members involved in the pilot study (See Appendix 2). 
 
3.6 Layout of the questions 
Three parts are set in the experimental question, where Part II and Part III are shown 
in Appendix 1 and 2 respectively. Part I is about the general information of the 
interviewees. The reliability and representative of their opinion can be discussed by 
information collected in Part I. Part II is about experimental question on anchoring 
and adjustment heuristic. It involves two questions. Part III is about test on recency 
effect which asked about the revision of confidence rating after checking with 
comparables. 
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3.7 The Gallimore’s (1994) study 
As the approach adopted in this study is in principle comparable to that adopted by 
Gallimore (1994), it is necessary to briefly summarize his study so as to provide a 
general explanatory framework for the methodology adopted for this study. 
 
Gallimore (1994) has studied the information-processing heuristics including the 
anchoring and adjustment heuristic, and the recency heuristic (the use of less relevant 
information or feedback due to the timing of exposure) using a survey methodology to 
obtain 276 responses from UK valuers (from a mailing of 498). Among the 276 
responses, 50 respondents indicated that their experience did not include valuation 
work as not all general practice surveyors perform valuation, thus, leaving 226 
questionnaires completed by valuers. The response rate is about 45% of the total 
sample. 
 
In the test of the anchoring and adjustment heuristic, the respondents were segmented 
into two groups by the incorporation of two versions of the following question in the 
questionnaire (Gallimore, 1994, p. 102): 
 
Questions: ‘Which of the following statements would you agree 
with? Circle letter A or B at the end of the statement with which 
you agree.’ 
 
A---Freehold prices typically vary by 5 percent or more on either side of 
average price14  
                                                 
14 “Average price” here refers to “average valuation”. 
An Exploratory Study of Behavioral Characteristics in Hong Kong Valuation Practice 
Chapter 3- Methodology and Data 
 
 58
B---Freehold prices typically vary by less than 5 percent on either side of 
average price  
 
One of the questionnaire versions used the 5 percent level from above and one version 
used a 20 percent level. A later question embedded in the questionnaire asked for the 
respondents to state the amount of variability that is typically found in an appraisal. 
The results were that the respondents with the 20 percent question provided a 
statistically significant higher estimate of variation than those respondents with the 5 
percent question.  
 
To test the recency heuristic, respondents were given a 50 percent confidence interval 
of the market value of a property on a per square foot basis. Respondents were 
segmented into two groups by presenting two sequences of comparable data that the 
respondents could use to adjust their initial confidence intervals. The comparables 
presented were in one of the two following sequences: two confirming comparables 
followed by two disconfirming comparables or two disconfirming comparables 
followed by two confirming comparables. The results were that the group receiving 
the confirming comparables last was more confident in their value estimate than the 
group receiving the disconfirming comparables last. 
 
Both tests supported the presence of anchoring and recency effect. Therefore, I would 
like to explore the applicability of the findings by using Hong Kong valuers as sample. 
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3.8 Methodology-Anchoring and adjustment 
The notion of anchoring was formulated by Tversky and Kahneman (1974). They 
claim that when people are required to arrive at an estimate, they frequently do so by 
adjusting from an initial starting figure. In such cases the final figure is typically an 
underestimate, anchored by and biased towards the initial starting figure (Gallimore, 
1994).  
 
According to Gallimore (1994), anchoring is clearly relevant to the process of 
comparable valuation. Valuers frequently have to adjust their opinion of value as they 
always receive and interpret data from market analysis. There is a potential process 
for under adjustment if new data are actually more representative of changed market 
conditions than the response given by the valuers. This may lead to valuation changes 
being “smoothed” in relation to actual price changes.  
 
The way to explore the anchoring effect was similar to that of Gallimore (1994). That 
way in fact was adapted from Joyce and Biddle (1981) which studied the anchoring 
heuristic of auditors. First, interviewees were asked to indicate their view on the 
typical variability of property prices on valuation. They were asked to signify where 
their opinion on this variability lay, inside or outside a specified percentage limit. This 
limit was specified as 5% or 20% for each half of the sample. That means, five 
interviewees are asked the question with 5% percentage limit, while the other five 
interviewees are asked the question with 20% percentage limit. This is to set an 
anchor at the beginning.   
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Question 1: ‘Which of the following statement would you 
agree with, 1 or 2?’ 
1. Property prices typically* vary by 5% (20 %) or 
more on either side of average valuation.  
2. Property prices typically* vary by less than 5% (20 
%) on either side of average valuation. 
(*Interviewees were instructed to interpret the word 
‘typical’ as relating to the kind of property they most 
frequently valued in a market situation they regarded as 
normal) 
 
Then, the interviewee was asked to give their own opinion of this price variability, 
specified as a percentage figure of their choice.  
Question 2:  
According to your opinion, by what percentage does a property
valuation typically vary form their price? 
 
 
3.8.1 Method of Analysis   
The first question aims at setting an ‘anchor’. By comparing the response to Question 
1 between two groups of interviewees, the anchor is implanted to investigate whether 
the answer in Question 2 will be an underestimated adjustment. Therefore, their 
answers in this question are not important. No rule or way is formulated to analyze the 
results in Question 1. 
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The way that Gallimore (1994) analyzed the responses of Question 2 is by a 
quantitative method. He compared the mean of percentage variation between two 
groups of respondents, with the ‘5%’ group (mean=9.89%) lower than the ‘20%’ 
group (mean=16.4%). And, the responses were examined with one-way ANOVA. It 
was confirmed that this difference in means was statistically significant. 
 
However, the above analysis is not considered applicable in my study because the 
sample size (5 interviewees for each group) is too small, given that this is an 
exploratory study. Using one –way ANOVA to test the statistical significance of the 
difference in means will not be statistically robust enough to generate reliable results 
that could be interpreted generally. This is the reason why I do not choose one-way 
ANOVA as my analyzing tool. Therefore, I devised a decision-rule specifically 
derived to interpret the data for this study.  Regarding Question 2, I will regard the 
results to lend support to the existence of the anchoring and adjustment if the 
following two conditions are to be satisfied. 1.) If equal to or larger than 80% of the 
‘20% version’ interviewees’ answer is larger than that of ‘5% version’; 2.) The mean 
percentage of ‘20%’ group is higher that that of ‘5%’ group.  It will therefore be 
considered reliable support if at least four answer from ‘20% version’ is higher than 
the answer from ‘5% version’ together with a higher mean percentage variation than 
the  ‘20%’ group. 
 
3.9 Methodology- Recency 
As presented in Gallimore (1994), a second phenomenon which has relevance to the 
valuation process is that attributed to Einhorn and Hogarth (1985) and reported on by 
Ashton and Ashton (1988). They claimed that people’s assimilation of new evidence 
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was influenced by both the order, and by manner, or mode, via which it is received. 
Recency was identified as tendencies that arise from people’s limited capacity to 
process information sequentially. This tendency is deemed capable of leading to 
adjustments, in the face of new evidence, which many be thought of as inappropriate. 
 
Einhorn and Hogarth’s model suggested that the order in which evidence of varying 
strength is presented will have no effect on judgment if the evidence is either 
consistently supportive or consistently challenging. However, when evidence is mixed 
(a situation more likely to happen in valuation practice), the order in which the 
evidence is presented will have an influence. When such information is received 
sequentially, there will be tendency for greater weight effectively to be given to that 
received most recently (a recency effect). Thus, two people receiving the same 
information about property prices, but in a different order, may in such circumstances 
ultimately arrive at different conclusions. My approach to explore the presence of 
recency effect was also similar to that adopted by Gallimore (1994), adapted from 
Ashton and Ashton (1988). Ashton and Ashton (1988) have provided a preliminary 
insight into auditor’s attitude toward evidence. Their results suggested that audit 
judgment may differ because auditors may be prone to revise their beliefs when new 
evidence was received. 
 
In this study, interviewees are asked to assume they had to find the capital value of a 
residential property (‘Property A*’) and that they had an initial value but as yet totally 
unsupported, that its value was likely to be in the range from HK$ 3000 to HK$ 3400 
per square foot. They are further instructed to assume that they felt 50% confidence 
about this, but wish to check with available comparables. Information about four such 
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comparables will then be given to them on the successive pages of the supplementary 
answer sheet. Then, they are asked to look at each item and, before moving on the 
next item, to revise their confidence rating in the view that the value of Property A 
falls in the range HK$ 3000 to HK$ 3400/sq. ft.  
 
The four comparables were composed of two which were devised to increase 
confidence (positive or supporting), and two to lower confidence (negative or 
challenging). Regarding the sequence of presentation, half the samples were presented 
with two supporting items of evidence followed by two challenging items (SSCC); the 
other group was presented with the same items but in reverse order (CCSS). 
Information of four comparables is shown in Table 3.1. 
(*Property A was assumed to be located in Taikoo Shing and with good physical 
condition.) 
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Table 3.1 Information of four comparables  
Supporting Evidence(S) Challenging Evidence(C) 
 
The first comparable: 
¾ It is a property in a comparable estate 
(Kornhill in Quarry Bay) to the 
subject property. 
¾ It has recently been refurbished and is 
now in excellent physical condition. 
¾ It is of essentially the same size, 
design and layout as the subject 
property. 
¾ The transaction took place 1 month 
ago and revealed a value of 
HK$3400/sq. ft.  
The third comparable: 
¾ It is a property in the same district but 
in an different location (Healthy 
Garden in Quarry Bay) 
¾ It is basically similar age and design 
but is in similar physical condition 
than the subject property. 
¾ The transaction has just taken place at 
a value representing HK$3800 /sq. ft. 
 
The second comparable: 
¾ It is a property in the same estate 
(Taikoo Shing in Quarry Bay). 
¾ It is similarly built and about slightly 
larger. 
¾ Like the subject property, it is in good 
physical condition, and of 
approximately the same age.  
¾ The transaction took place within the 
last few weeks at a value equivalent 
to HK$3100 /sq. ft. 
The fourth comparable: 
¾ It is a property located in a different 
district (Leighton Hill in Causeway 
Bay) but in a superior location. 
¾ It is of the same age and layout, and 
in very good physical condition. 
¾ The value revealed by the transaction, 
which took place 1 month ago, is 
HK$2800/sq. ft. 
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3.9.1 Method of Analysis  
Again, the way that Gallimore (1994) used to interpret the data from recency question 
was a quantitative statistical method. He compared the mean of overall changes in 
confidence rating between two groups. From his results, the mean of overall changes 
in confidence rating of ‘SSCC’ group is +19.68% while +31.91 for ‘CCSS’ group. 
The statistical significance of the difference in means was again confirmed by one-
way ANOVA.  
 
However, as mentioned before, the small size of my sample will not support one –way 
ANOVA tests with statistically significance results of the difference in means. 
Therefore, I would not choose one-way ANOVA as my analyzing tool.  Instead, I will 
regard the results in support of the existence of the recency effect, if the following two 
conditions are satisfied: 1.) The mean of overall changes in confidence rating of 
‘CCSS’ group is higher that that of ‘SSCC’ group; 2.) If equal to or larger than 80% 
of answer from ‘CCSS’ group’ is larger than that of ‘SSCC’ group.   Thus, it will be 
considered evidence of recency if at least four answers from ‘CCSS’ group are higher 
than the answers from the ‘SSCC’ group, in addition with a higher means of change 
of confidence rating of ‘CCSS’ group. 
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Chapter 4- Data Analysis and Discussion 
The following presents the findings of the interview survey. Based on the research 
design stated in the previous chapter, 10 interviews were carried to the targeted 
Chartered General Practice Surveyors who are in accordance with my selection rules. 
The answers were then collected to look at their information processing habits with 
respect to anchoring heuristic and recency effect.  
 
In this chapter, a general profile of interviewees is first presented. Afterwards, 
descriptive statistics of the answers given by the interviewees in Part II and III of the 
experiment question is presented separately followed by a result analysis using the 
analyzing method stated in the previous chapter. An overall discussion and 
implication of the overall findings is given at the end of the chapter. 
 
4.1 General Profile of Interviewees 
The background information of the interviewees was provided from the answers of 
Part I of the experimental question sheet (General Information). In this study, 10 
structured interviews of the targeted valuers were carried out in March of 2006.The 
sample of valuers representing firms from various sectors of the real estate industry in 
Hong Kong. The Chartered General Practice Surveyors exhibited a high level of 
experience, with their mean age falling in the 30-40 age group and with an average of 
6 year’s valuation experience in Hong Kong Real Estate Market. In addition, the 
average number of valuations per annum is 48. The characteristics of the interviewees 
are broken down and presented in Tables 4.1. 
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Table 4.1 Breakdown of interview sample 
 
 Gender Years of valuation 
experience in HK 
Number of valuations 
carried per annum in HK 
Age range
Interviewee A M 7 40 30-40 
Interviewee B M 5 100 30-40 
Interviewee C M 4 20 20-30 
Interviewee D F 4 50 20-30 
Interviewee E M 8 25 30-40 
Interviewee F M 11 100 30-40 
Interviewee G M 4 30 20-30 
Interviewee H M 5 20 20-30 
Interviewee I F 3 35 20-30 
Interviewee J M 6 60 30-40 
AVERAGE  6 48 30 
An Exploratory Study of Behavioral Characteristics in Hong Kong Valuation Practice 
Chapter 4- Data Analysis and Discussion 
 
 68
As mentioned before, the interview research was targeted at Chartered General 
Practice Surveyors who have at least two years of valuation experience in Hong Kong. 
It is because valuers with a greater experience of valuation practice would have a 
greater knowledge base regarding valuation practice. Therefore, they are able to 
provide a more representative response if interviewees are with more valuation 
experience. 
 
From the information shown in the Tables 4.1, it is indicated that this target of 
sampling was generally achieved. The response is generally representative. 
 
4.2 Experimental Question of Part II- Anchoring and Adjustment Heuristic 
4.2.1 Overview of questions  
The experimental questions in Part II was designed to test for the evidence of the bias 
of insufficient adjustment from an anchor. Generally, in Part II, the interviewees were 
asked to provide a starting point and then required to make an adjustment from this 
starting point. If the interviewees employed the anchoring and adjustment heuristic, 
then insufficient judgment from the starting point would be resulted. Thus, the final 
judgment would be contingent on the starting point. Whether the results shown 
support for the presence of insufficient judgment depends on my specific decision-
rule stated in previous chapter.  
 
The Experimental Question of Part II required interviewees to give their own view on 
the typical percentage variability of property prices on average valuation (Shown in 
Fig. 4.2). They were instructed to interpret ‘typically’ as relating to the kind of 
property they most frequently valued in a market situation they regarded as normal. 
Before doing so, a prior question was put to them, asking them to indicate their 
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agreement with statement 1 or 2 (Shown in Fig. 4.1). Five interviewees (5% group) 
were presented with the question in Fig. 4.1, while the other five interviewees (20% 
group) were presented with the same statements but with 5% changed to 20%.  
 
Fig. 4.1 Question 1 in Part II 
 ‘Which of the following statement would you agree with, the 1 or 2?’ 
1. Property prices typically vary by 5% or more on either side of average valuation.  
2. Property prices typically vary by less than 5% on either side of average valuation. 
 
Fig. 4.2 Question 2 in Part II 
According to your opinion, by what percentage does a property valuation typically 
vary form their price? 
 
4.2.2 Results 
The results of are now reported in Table 4.2. See Appendix 1 for raw data 
Table 4.2 Results of experimental questions of Part II  
  ‘ 5%’ Group ‘20%’ Group 
Number of Interviewees agree with 
statement 1 
3 0  
Question 1 
Number of Interviewees agree with 
statement 2 
2 5 
Mean Response 5 % 11 %  
Question 2 Standard Derivation 0.02 0.03 
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In Question 1, three of ‘5% group’ interviewees agree with statement 1, and two of 
them agree with statement 2. On the other hand, all of interviewees in ‘20% group’ 
agree with statement 2. 
In Question 2, the mean response differed slightly between ‘5% group’ and ’20% 
group’. (‘5% group’ = 5% versus ‘20% group’= 11%). The difference in the mean 
response is 6%. The standard deviation is similar between two groups and is a very 
small value. (‘5% group’ = 0.02 versus ‘20% group’= 0.03). 
 
4.2.3 Analysis  
All interviewees were randomly assigned to either ‘5%’ or ‘20%’ condition in Part II.  
Each condition is manipulated to have an equivalent number of responses, then, a 
reliable comparison can be made between two groups. The valuation experience of 
two groups is similar (‘5% group’ = 5.6 versus ‘20% group’= 5.8). There was no 
discernible difference in the valuation experience of the two groups. Therefore, the 
difference in mean response may not be due to difference in valuation experience.  
 
The standard deviation of mean response between two groups is similar. It may due to 
the small size of sample. 
 
The response in Question 1 made by interviewees prior to Question 2 was not of 
importance to analyze. The purpose of this question was merely to implant an 
‘anchor’. The difference in mean of response (11%−5% = 6%) of Question 2 is 
consistent with the use of the anchoring and adjustment heuristic. The ‘anchor’ (either 
5% or 20%) provided to the valuers, although normatively irrelevant, affected their 
judgments of typical variations of valuation on average property price. With the 
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response of ‘5% group’ (mean = 5%) lower than ‘20%’ group (mean = 11%), the 
prediction of insufficient judgment is followed.  
 
According to the decision-rule specifically derived to interpret the data for Part II, the 
results will be regarded as lending support to the existence of the anchoring and 
adjustment if the two conditions are to be satisfied: 
1.) If the mean percentage of ‘20% group’ is higher that that of ‘5% group’.   
2.) If equal to or larger than 80% of the ‘20% group’ interviewees’ answer is 
larger than that of ‘5% group’ 
 
As mentioned before, the response of ‘20% group’ (mean= 11%) is higher than ‘5 % 
group’ (mean= 5%), the first condition was satisfied. In addition, the answers given 
by ‘20% group’ is 8%, 10%, 10%, 10% and 15% , while by ‘5% group’ is 3%, 3%, 
5%, 5% and 8%.Except the answer of 8% from ‘20% group’, all of ‘20% group’ 
answer is higher than that of ‘5% group’, it means that equal to 80% of the ‘20% 
group’s answer is larger than that of ‘5% group’. The second condition was also 
satisfied. Therefore, I will regard the existence of the anchoring and adjustment as 
supported by the responses collected in Part II. 
 
The findings are in line with the feature of the anchoring and adjustment heuristic 
identified in psychological literature, that is, the adjustment from the initial anchor 
figure will tend to be insufficient as new evidence is presented.  
 
Finally, with respect to the data analysis of Part II, evidence is found to support 
my first proposition: The behavioral phenomenon of anchoring is present in the 
decision making process of Hong Kong valuers. 
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4.3 Experimental Question of Part III- Recency effect 
4.3.1 Overview of questions  
The experimental questions in Part III was designed to test for the evidence of recency 
effect for mixed evidence. For convenience purpose, the subjects of Part III were 
again the same group of the interviewees involved in Part II (‘5% group’ will become 
the ‘SSCC group’, while ‘20% group’ will become ‘CCSS group’). Generally, the 
experimental questions of Part III involved sequential processing of mixed evidence, 
and the principle issue was the recency effect predicted by Einhorn and Hogarth 
Model. The model predict that for mixed evidences, greater weight is given to 
evidence processed later in the sequence than to evidence processed earlier, called 
recency effect.  It also specifically predicts that greater discounting will result when 
negative evidence is received after positive evidence, and greater increase in 
confidence will result when positive evidence is received after negative evidence. 
Their prediction was supported by Ashton and Ashton (1998) study and Gallimore 
(1994) study. 
 
At first, the interviewees were presented with a valuation scenario (See Appendix 2). 
They were asked to assume they have to find the capital value of a residential 
property (named Property A) in Hong Kong. They have an initial range of value but 
as yet totally unsupported. They were assumed to feel 50 % confidence about the 
initial range of value, they then checked with available comparables. The information 
of four comparables was then presented to them sequentially (Each comparable 
information printed in one page).  They had to revise their confidence rating about the 
value of Property A falls in the initial range of value. The four items of evidence 
(Challenging evidence = C and Supporting evidence = S) for this part was shown in 
Appendix 2.  
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There were totally two groups of interviewees (‘SSCC group’ and ‘CCSS group’). 
Two orders of presentation were used to each group specifically. For ‘SSCC group’, 
the two pieces of positive evidence followed by the two pieces of negative evidence 
(++−−). For ‘CCSS group’, the two pieces of negative evidence followed by the two 
pieces of positive evidence (−−++). The order of presentation for the two positive 
items, and for the two negative items, was the same in both presentations.  
 
4.3.2 Results  
The results of experimental question of Part III are now reported in Fig. 4.3. See 
Appendix 2 for raw data. 
 
Fig. 4.3 Graph of mean responses of two groups in recency experimental question 
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In the above graph, each point represents the mean confidence rating of each group 
after checked the available comparable. The principal findings are the mean overall 
change in confidence rating. For ‘CCSS group’, it is +29% (Rating after 4th item 
minus the rating at start, 79%-50% = +29%), while, For ‘SSCC group’, it is −30% 
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(Rating after 4th item minus the rating at start, 20%-50% = −30%).  Table 4.3 shows 
the cumulative mean percentage change of checking comparables at each stage. 
 
Table 4.3 Cumulative mean % change in confidence rating of two groups 
Cumulative mean percentage change in confidence rating  
After 1st Item After 2nd Item After 3rd Item After 4th Item
CCSS group (−−++) −9% −17% +17% +29% 
SSCC group (++−−) +17% +33% −14% −30% 
 
4.3.3 Analysis 
From Fig. 4.3, it can be observed that the mean response is increased after receiving 
supporting evidence, and is decreased after receiving challenging evidence. 
Specifically, the first half section of SSCC curve and the second half section of CCSS 
curve are upward sloping, on the other hand, the first half of CCSS curve and the 
second half section of SSCC curve is downward sloping. Generally, this result 
indicates that the supporting evidence was seen as supporting and the challenging 
evidence was seen as challenging. It can be viewed that the manipulation of positive 
and negative evidence was successful. 
 
The principal results, mean change in ‘CCSS group’ (+29%) is higher than ‘SSCC 
group’ (−30%). The absolute mean difference between two groups is +59%. The 
difference is very significant. The final position of ‘SSCC group’ (++−−) is much 
lower than ‘CCSS group’ (−−++), according to Einhorn and Hogarth Model (Refer to 
Chapter 2.8, 2.81, 2.82), recency effect is implied. This result in this Part III supports 
for the prediction of Einhorn and Hogarth Model that greater weight is given to 
evidence processed later in the sequence than to evidence processed earlier. 
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In addition, as mentioned in previous chapter, hypothetical shape of curve for the 
prediction of Einhorn and Hogarth Model showing recency effect for mixed evidence 
is a ‘Fishtail’ pattern (Refer to Chapter 2.72, Fig. 2.11). Comparing the hypothetical 
shape to the shape of curve of the result shown in Fig. 4.3, similar ‘Fishtail pattern’ 
are identified. The SSCC curve shows greater discounting when negative evidence is 
received after positive evidence, while CCSS curve show a greater increase in 
confidence level when positive evidence is received after negative evidence. The 
effect due to the order of presentation of the mixed evidence is consistent with the 
recency effect as predicted by the model. 
 
Again, according to the decision-rule specifically derived to interpret the data for Part 
III, the results will be regarded in support for the existence of the recency effect, if the 
two conditions are satisfied:  
1.) The mean of overall changes in confidence rating of ‘CCSS group’ is 
higher than that of ‘SSCC group’. 
2.) If equal to or larger than 80% of answer from ‘CCSS group’ is larger than 
that of ‘SSCC group’.    
 
In this study, mean of overall change in ‘CCSS group’ (+29%) is significantly higher 
than ‘SSCC group’ (−30%), thus, the first condition was satisfied. In addition, the 
final response given by each interviewees of ‘CCSS group’ are 70%, 70%, 80%, 85% 
and 90%, while by  the interviewees ‘SSCC group’ are 0%, 10%, 20%, 30% and 
40%  . All of ‘CCSS group’s answer is higher than that of ‘SSCC group’s, the second 
condition was also satisfied. Therefore, I will regard the existence of recency effect as 
supported by the responses collected in Part III. 
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Finally, with respect to the data analysis of Part III, evidence is found to support 
my second proposition: The behavioral phenomenon of recency is present in the 
decision making process of Hong Kong valuers. 
 
4.4 Summary of Findings  
In order to give a clearer understanding of this study, a descriptive result of my 
overall study is now shown in Table 4.4. 
 
Table 4.4 Summary of overall findings 
 
 
4.5 Discussion and Overall Implication  
The present study explores two principal issues about valuer’s information processing. 
The first phenomenon to be explored is the anchoring and adjustment heuristics that 
Experimental 
Question 
Proposition 
tested 
Task Specifically derived conditions Satisfying 
the 
condition? 
Outcome
The mean percentage of ‘20% 
group’ should be higher that that of 
‘5% group’.   
Yes Part II Anchoring is 
present 
View on 
variation of 
valuation on 
average 
property 
prices 
Equal to or larger  than 80% of 
answer from  ‘20% group’ should 
be larger than that of ‘5% group’ 
Yes 
Support of 
proposition
The mean of overall changes in 
confidence rating of ‘CCSS group’ 
should be higher than that of ‘SSCC 
group’. 
Yes Part III Recency is 
present 
Revise 
confidence 
rating after 
presented 
with 
comparables 
 Equal to or larger than 80% of answer 
from ‘CCSS group’ should be larger 
than that of ‘SSCC group’.    
Yes 
Support of 
proposition
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is tested in Part II. The second phenomenon, the recency effect which involved 
sequential processing of mixed evidence, is tested in Part III. In the following section, 
analysis and discussion of Part II and III is presented followed by the overall 
implication of my findings. 
 
4.5.1 Discussion of Part II 
Part II tests the anchoring and adjustment heuristic by asking interviewees to view the 
variation of valuation on average property price. It is conceded that the experimental 
questions described here are simplified representation of the valuation process (It’s 
also the comment of most interviewees!). What actually happens in practice can not 
be measured accurately. However, it does provide some preliminary insights for the 
behavioral characteristics of Hong Kong valuer. 
 
The anchoring effect explored in Part II is by a quite simple setting of the questions. 
It asked the interviewees to give their own opinions on the variation of valuation on 
average prices. Before doing so, a prior question was asked to set an internal anchor. 
Finally, the mean responses of two conditions (5% and 20%) are compared. The 
adoption of this methodology is supported by Joyce and Biddle (1981) who studied 
auditor’s anchoring and adjustment behavior, and Gallimore (1994) who studied 
valuer’s anchoring and adjustment behavior. Stated simply, for this study, the 
satisfaction of the two specifically derived conditions in Part II lends support to the 
presence of anchoring and adjustment in valuation information processing. Although 
the methodology adopted in Part II is by a simple setting of question, the findings of 
this part also have its importance with regard to valuer’s information processing habit. 
In producing a valuation, valuers may take notice of information from prior valuation 
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work. This information may be the valuation figures and the evidence used to arrive 
at the figures. The extent to which this information is used by the valuers will depend 
on their assessment of the comparability. In some extreme instance of the influence of 
prior information, valuers would first arrive at a valuation figure and then seek for 
evidence to support it. This ability is usually attributed to qualities such as expert 
knowledge and expertise. In some case, it is true that valuers would have the 
information processing powers that enable them to accurately arrive at value to 
property which reflects market evidence, without having first seen that evidence. 
However, how this occurs is not clear. In typical case, anchoring may distort the 
processing of new information.  
 
The results of Part II in this study are consistent with the anchoring phenomenon in a 
simplified setting, with the transient introduction of an anchor. The anchoring effect 
may grow stronger if the anchor has been implanted by the valuer’s own market 
analysis.   It may influence the relationship between prior belief and new information. 
Although this study does not point out how the anchor was implanted in the valuer’s 
mind, at least, this study highlights the need for valuers to be aware of the presence of 
the anchoring effect and find ways to get rid of the potential bias. 
 
4.5.2 Discussion of Part III 
The results of Part III of the experimental question are consistent with the predictions 
of the Einhorn and Hogarth Model. The results of a difference of overall mean 
response between two conditions is 59% (‘SSCC group’ = −30% versus ‘CCSS group 
= +29%). With such a significant difference in mean, together with the results that all 
individual of CCSS group’s final position of the confidence rating is higher than that 
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of all individual of ‘SSCC group’ (‘CCSS group’ are 70%, 70%, 80%, 85% and 90% 
versus ‘SSCC group’ are 0%, 10%, 20%, 30% and 40%)  , the presence of recency 
effect is supported.  
 
However, one may argue that the satisfaction of the first condition (Higher mean of 
‘CCSS group’ than ‘SSCC group’) can be considered as support for many other 
alternative hypothesis and propositions. It may be suggested that satisfaction of the 
first condition may not be specific enough. This is the main reason for addition of a 
‘filter’, the satisfaction of the second condition, to eliminate some of the possible 
alternative hypothesis. The satisfaction of the second condition of Part III that ALL 
individual of CCSS group’s final position of the confidence rating should be higher 
than that of ALL individual of ‘SSCC group’, has provided  additional support of my 
findings about the consistency of the recency effect. This suggests it is not likely that 
satisfaction of the second condition occurred for reasons other than recency effect.  
The recency effect that influences the differential weighting given to the new 
information is closely relevant to valuation work. Difference in the sequence of 
presentation of mixed information may result in divergent interpretations of the same 
evidence sets, and regarding valuation work, there is potential for this effect to arise 
where valuers receive the same type of information about market comparables in 
different order. It may also occur at different stages in valuation procedures, such as 
the general and specific data collection stage, and market analysis of sales evidence. 
The findings in this study finds support for the probable influence of an order effect 
that provide caution for the valuers to carefully review their information processing 
habits. A follow up study that progresses toward actual valuation contexts may have 
important implications for further observing valuer efficiency and effectiveness. If 
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valuers belief revisions depend on factors such as order of presentation, then the 
cost/quality of valuations could be affected by this seemingly irrelevant factor. If the 
influence of such factors were random, that is not predictable, it would be difficult to 
identify and control in professional valuation practice. From the results in this study, 
it is suggested that the influence of such factors may not be random, but systematic 
and predictable.  
 
4.5.3 Overall Implication 
This study provides a preliminary insight into behavioral aspects of information 
processing of valuers in Hong Kong. After evidence was found to support the 
presence of anchoring and recency effects, generally, certain implications are 
identified.  
 
First, valuers in Hong Kong, all humans, are problem solvers that may seek task 
efficiency and pursuing simplifying short cuts to overcome information processing 
limitation. Besides, their final judgment, like auditors, may be also affected by the 
order of presentation of mixed evidence. Although there are cultural and educational 
differences between Hong Kong and other countries, the findings in this study still 
supports the use of the anchoring heuristic and the recency effect predicted by 
Einhorn and Hogarth’s model. The importance of human behavior to valuation 
discipline has been highlighted. 
 
Second, due to the explanatory nature of this study, no statistical robust conclusions 
have been made with regard to the presence of anchoring and recency effect in Hong 
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Kong valuers. Further research that involves a larger sample size are recommended to 
conduct alternative tests to confirm the presence of those phenomena.  
 
Third, the conclusion generated in Part II and III are based on a simplified setting of 
valuation tasks, while what actually happens in the decision making process of 
valuers may not be reflected. This implies that the decision making process of 
valuation is actually complicated and may not be that easily studied. A more realistic 
setting of the question is suggested to reflect the actual information processing of 
valuers.   
 
In addition, a question arises, how is this finding relevant to the practice of property 
valuation in Hong Kong? The findings of this study in fact have certain implications 
for valuation practice in Hong Kong. It is central to find ways to reduce the risk of 
behavioral bias in the valuation process. The further implications can be summarized 
as follows.  
 
First, valuers and valuation firms in Hong Kong should become aware of the potential 
influence of valuer behavior, anchoring and recency effect in particular, on decision 
making in property valuation. If they are aware of the potential biases that can arise 
from this behavior, then it is less likely that the final valuation figures would diverge 
from the true value of the property. Second, valuation firms should consider revising 
existing quality control procedures. The quality assurance procedures should include 
not only a review of the final valuation figure, but also the procedures followed in the 
construction and conduct of valuation. Third, the training and education of valuers 
An Exploratory Study of Behavioral Characteristics in Hong Kong Valuation Practice 
Chapter 4- Data Analysis and Discussion 
 
 82
should include material on behavior and decision making to raise the general level of 
awareness of the potential of behavior for biasing the results of valuation work. 
 
The fourth implication is related to the role of professional organizations. The 
professional body responsible for the regulation of valuers in Hong Kong is The 
Hong Kong Institute of Surveyors (HKIS). The First Edition of the HKIS Valuation 
Standards on Properties (the ‘Standard’) was promulgated in 2005. However, the 
dimension of the behavioral factor is not considered regarding the standardization of 
valuation practices. The aspects of potential behavioral influence on the property 
valuation are recommended to be reflected in the guidelines of the Standard. The 
Standard can become more comprehensive in practice, through developing and 
enforcing rules of ethical conduct to recognize and resist inappropriate influences. 
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Chapter 5- Conclusion 
After the analysis of data, discussion and implication of the result was given in 
previous chapter, this chapter will summarize the findings of this study. Limitations of 
this research will then be discussed, followed by suggestions of area for further study. 
 
5.1 Objectives and Findings 
As an exploratory study, the chief aim of this study was to explore the behavioral 
aspects of information processing in valuation, in particular, valuation in Hong Kong.  
In order to achieve this aim, selected literature on behavioral property valuation was 
reviewed first, followed by an empirical exploration in real world with an approach in 
principle comparable to Gallimore’s (1994) study on anchoring and recency. The data 
were derived from interviewing a sample of experienced Chartered General Practice 
Surveyors in Hong Kong.  
 
Generally, the experimental interview questions were divided into three parts to serve 
different purposes. Part I concerned the general information of the interviewees. The 
corresponding result is considered success in achieving my target of sampling.  
 
Part II concerned questions on anchoring where interviewees were asked their view 
on variation of valuation on average property prices, and before doing so, an anchor 
(5% or 20%) was first set in their mind. Two conditions are set for two different 
groups of interviewees (called ‘5% group’ and ‘20% group).The corresponding 
responses were analyzed by my own decision-rule. The results satisfied two condition 
that 1) the mean response of ‘20% group’ (11%) is higher than that of ‘5% group’ 
(5%); 2) equal to 80% of the ‘20% group’s answer is higher than that of ‘5% group’. 
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Evidence was found in support of the first proposition: The behavioral phenomenon 
of anchoring is present in the decision making process of Hong Kong valuers. 
 
Part III concerned a test on the recency effect. The interviewees were again divided 
into two groups with different set of conditions. ‘SSCC group’ would receive two 
pieces of positive evidence followed by two pieces of negative evidence (++−−). 
‘CCSS group’ would receive the two pieces of negative evidence followed by the two 
pieces of positive evidence (−−++).Two group of interviewee were asked about the 
revision of confidence rating after checking with comparables in a valuation scenario. 
The corresponding responses were analyzed by own decision-rule. The results was 
found satisfied two condition that 1)The mean of overall changes in confidence rating 
of ‘CCSS group’ (+29%) is higher than that of ‘SSCC group’ (−30%); 2) All answers 
from ‘CCSS group’ were larger than that of ‘SSCC group’. Evidence is found to 
support my second proposition: The behavioral phenomenon of recency is present in 
the decision making process of Hong Kong valuers.  
 
From this study, there may be reasons to believe that valuations may be distorted by 
behavioral characteristics such as anchoring and adjustment heuristics, and a 
differential response to different orders of evidence processing. A preliminary insight 
of the importance of behavior to valuation discipline was provided in this study, and 
its importance should be highlighted. With respect to my research question, there is 
evidence of the anchoring and adjustment, and recency phenomena in Hong Kong 
valuer’s decision making process. Although the evidence in this study is not 
statistically robust, the presence of the two phenomena is supported because at least 
no evidence has been found in this study to reject their existence.   
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5.2 Limitation of the Study 
The first limitation is the lack of prediction power. Due to the small sample size, no 
robust prediction and explanation principles have been concluded with regard to the 
presence of the anchoring and recency effects in Hong Kong valuers. However, as the 
present study is explanatory in nature, the main objective is not to make prediction or 
to explain thoroughly the happening of phenomena. Contributions other than making 
a strong prediction and explanation could still be made with respect to providing 
insight to further studies and respective implication. Further research that involves a 
larger sample size is recommended to test the presence of those phenomena again. 
Robust statistical support can be derived based on further quantitative approach.  
 
The second limitation is the simplified setting of the valuation task. This concerns 
representation of the valuation task in the experimental question. Part II and III are 
based on a simplified setting of valuation tasks, simply involving tasks on checking of 
comparables against an initial estimation. In practice, a number of tasks were 
involved such as a site inspection, and analysis of market data. What actually happens 
in the decision making process of valuers may not be reflected entirely accurately. 
The evidence generated may not thus fully indicate the actual behavioral 
characteristic of the valuation process. A more realistic life setting is suggested to 
reflect the actual information process of valuer.   
 
5.3 Recommendation for Further Studies 
This study was an exploratory study, and a great deal of work is left to be done in the 
future. In order to follow up this study, a larger sample size in a similar study is 
suggested, which will allow statistically robust explanation to be made. Besides, a 
number of behavioral characteristics at different aspects such as representative and 
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availability heuristics, could also be explored in the Hong Kong context. In all, it 
seems there is significant scope for further behavioral economics studies of property 
professional behavior in Hong Kong.   
 
 
  
 
Appendix 
 
 87
REFERENCES 
 
Adams, D., Disberry, A., Hutchison, N. and Munjoma, T., (2001), ‘Urban 
redevelopment: contextual influences and landowner behaviour’, Journal of 
Property Research, 18, 3, pp. 217-34.  
 
Ashton, A.H. and Ashton, R.H., (1988), ‘Sequential belief revision in auditing’, 
The Accounting Review, LXIII, 4, 623-41. 
 
Baron, J., (1985), ‘Rationality and Intelligence’, Cambridge University Press, 
Cambridge.  
 
Berg, Bruce L., (2001), ‘Qualitative Research Methods for the Social Sciences 
(4th Edition)’, Allyn and Bacon 
 
Charles J. Whalen., (2000), ‘Business Week’ New York: July 31, 2000. pp. 76 
 
Chau. K.W., (1996), ‘Market Efficiency and Excess Returns in Hong Kong’s Real 
Estate Markets’, 2nd International Real Estate Investment Research Forum 
 
Denzin, Norman K., and Lincoln, Yvonna S., (eds), (1994), ‘Handbook of 
Qualitative Research’, Sage Publications, Thousand Oaks, California 
 
Diaz, J. III, (2002), ‘Behavioural Research In Appraisal and some perspectives on 
implications for practice’, RICS Foundation Research Review Series, August 2002 
 
Diaz, J. III, (1999), ‘The first decade of behavioral research in the discipline of 
property’, Journal of Property Investment & Finance, 17, 4, pp. 326-32.  
 
Diaz, J. III, (1997), ‘An investigation into the impact of previous expert value 
estimates on appraisal judgement’, Journal of Real Estate Research, 13, 1, pp. 57-
66  
Appendix 
 
 88
Diaz, J. III, (1990a), ‘How appraisers do their work: A test of the appraisal 
process and the development of a descriptive model’, The Journal of Real Estate 
Research, 5, 1, pp.1-15 
 
Diaz, J. III, (1990b), ‘The process of selecting comparable sales’, The Appraisal 
Journal, 58, 4, pp. 533-40. 
 
Diaz, J. III and Hansz, J., (2001), ‘The use of reference points in valuation 
judgement’, Journal of Property Research, 18, 2, pp. 141-8.  
 
Diaz, J. III. and Hansz. J., (1997), ‘How valuers use the value opinions of others’, 
Journal of Property Valuation and Investment, 15, 3, pp. 256-60. 
 
Diaz, J. III and Wolverton, M., (1998), ‘A Longitudinal Examination of the 
Appraisal Smoothing Hypothesis’, Real Estate Economics,26, 2,  pp. 349-359  
 
Douma, S. and Schreuder. H., (2002), ‘Economic Approaches to Organizations’, 
Harlow: Financial Times Prentice Hall 
 
Economist.com, http://www.economist.com/research/Economics/ (07/2006) 
 
Evans, J. (1989), ‘Biases in Human Reasoning: Causes and Consequences’, 
Erlbaum, Hillsdale, HJ. 
 
Gallimore, P., (1999), ‘Editorial’, Journal of Property Investment & Finance, 17, 
4, pp. 1.  
 
Gallimore, P., (1996), ‘Confirmation bias in the valuation process: a test for 
corroborating evidence’, Journal of Property Research, 13, pp.261-273. 
 
Gallimore, P., (1994), ‘Aspects of information processing in valuation judgment 
and choice’, Journal of Property Research, 11, 2, pp. 97-110. 
 
Appendix 
 
 89
Gallimore, P. and Gray, A., (2002), ‘The role of investor sentiment in property 
investment decisions’, Journal of Property Research, 19, 2, pp. 111-20.  
Gallimore, P., Hansz, J.A. and Gray, A., (2000), ‘Decision making in small 
property companies’, Journal of Property Investment & Finance, 18, 6, pp. 602-
12. 
 
Gallimore, P. and Wolverton, M., (2000), ‘The objective in valuation: a study of 
the influence of client feedback, Journal of Property Research, 17, 1, pp. 47-57. 
 
Gallimore and Wolverton (1997), ‘Price Knowledge Induced Bias: A Cross-
Cultural Comparsion’, Journal of Property Valuation & Investment, 15, 3, pp. 
261-273 
 
Gau. G.W., (1986), ‘Efficient Real Estate Markets: Paradox or Paradigm?’, 
AREUEA 
 
Geltner, D., (1989a), ‘Estimating Real Estate’s Systematic Risk from Aggregate 
Level Appraisal-based Returns’, Journal of the American Real Estate and Urban 
Economics Association, 17,4, pp.463-481. 
 
Gilad, B, Kaish, D, and Loeb, P.D., (1984), ‘From Economic Behavior to 
Behavioral Economics: The Behavioral Uprising in Economics’, Journal of 
Behavioral , 13, pp.1-22 
 
Handgraaf.M.J.J. and van Raaij.W.F., (2005), ‘Fear and loathing no more: The 
emergence of collaboration between economists and psychologists’, Journal of 
Economic Psychology, 26, 3, pp.393-406. 
 
Hansz, J.A. and Diaz, J. III, (2001), ‘Valuation bias and commercial appraisal: a 
transaction price feedback experiment’, Real Estate Economics, 9, 4, pp. 553-65. 
 
Hardin, W.G. III., (1999), ‘Behavioral research into heuristics and bias as an 
academic pursuit-Lessons from other disciplines and implications for real estate”, 
Journal of Property investment, 17, 4, pp.333-352. 
Appendix 
 
 90
 
Hardin, W.G. III, (1997), ‘Heuristic use, credit constraints and real estate lending,’ 
Journal of Property Valuations and Investment, 15, 3, pp. 245-55 
 
Havard T.M., (2001), ‘Valuation reliability and valuer behaviour’, RICS 
Foundation Research Paper Series 4, 1 
 
Havard, T.M., (1999), ‘Do Valuers Have a Greater Tendency to Adjust a Previous 
Valuation Upwards or Downwards?’, Journal of Property Investment and Finance, 
17, 4, pp. 365-373 
 
Hogarth, R., (1981), ‘Beyond discrete biases: functional and dysfunctional aspects 
of judgmental heuristics’, Psychological Bulletin, 90, pp. 197-217. 
 
Hogarth, R., and Reder, (1987), ‘Rational Choice: The Contrast between 
Economics and Psychology’, The University of Chicago Press 
 
Joyce and Biddle, (1981), ‘Anchoring and Adjustment in Probabilistic Inference 
in Auditing’, Journal of Accounting Research 
 
Kinnard W N., Lenk M.M. and Worzala E.M., (1997), ‘Client Pressure in the 
Commercial Appraisal Industry: How Prevalent Is It?’, Journal of Property 
Valuation and Investment, 15, 3, pp. 233-244 
 
Levy, D. and Henry, M., (2001), ‘An analysis of published property research 
methodologies and methods’, paper presented at “Cutting Edge 2001” Property 
Research Conference of the Royal Institution of Chartered Surveyors, Oxford.  
 
Levy, D. and Lee, C.C.-K., (2000), ‘Family influence in decision making 
processes for housing’, paper presented at “Cutting Edge 2000” Property 
Research Conference of the Royal Institution of Chartered Surveyors, London. 
 
Levy, D. and Schuck, E., (1999), ‘The influence of clients on valuations’, Journal 
of Property Investment & Finance, 17, 4, pp. 380-400.  
Appendix 
 
 91
McFadyen, J. and Wood, H., (1991), ‘Economics – Psychological Aspects’, 
Elsevier Science Publishers, Amsterdam 
 
Newell, A. and Simon, H., (1972), ‘Human Problem Solving’, Prentice-Hall, 
Englewood Cliffs, NJ.  
 
Northcraft, G. and Neale, M., (1987), ‘Experts, amateurs, and real estate: an 
anchoring perspective3 on property pricing decision’, Organizational Behavior 
and Human Decision Processes, 39, 1, pp. 84-7. 
 
Shanteau, J., (1992), ‘Competence in experts: the role of task characteristics’, 
Organizational Behavior and Human Decision Processes, 53, pp. 252-66. 
 
Shiller, R.J., (2000), ‘Irrational Exuberance’, Princeton University Press, 
Princeton NJ. 
 
Simon, H., (1957), ‘Models of Man’, Wiley, New York, NY. 
 
Simon, H. (1978), ‘Information-processing theory of human problem solving’, in 
Estes, W.K.(Ed.), Handbook of Learning and Cognitive Processes, 5, Erlbaum, 
Hillsdale, NJ. 
 
Slovic, P. and S. Lichtenstein., (1971), ‘Comparison of Bayesian and Regression 
Approaches to the Study of Information Processing in Judgement’, Organizational 
Behavior and Human Performance, 6, 6, pp.649-744. 
 
Strauss, A. and Corbin, J., (1990), ‘Basics of Qualitative Research: Grounded 
Theory Procedures and Techniques’, Sage Publications Ltd., Newbury Park, CA 
 
Tversky, A. and D. Kahneman., (1974), ‘Judgment Under Uncertainty: Heuristics 
and Biases’, Science, 185, 4157, pp.1124-1131. 
 
Tversky, A. and D. Kahneman., (1973), ‘Availability: a heuristic for judging 
frequency and probability’, Cognitive Psychology, 5, 2, pp. 207-32  
Appendix 
 
 92
 
Tversky, A. and D. Kahneman., (1972), ‘Subjective probability: a judgment of 
representativeness’, Cognitive Psychology, 3, 3, pp. 430-54 
 
Tversky, A. and D. Kahneman., (1971), ‘Belief in the law of small numbers’, 
Psychological Bulletin, 2, 1, pp. 105-10. 
 
von Neumann, J., and Morgenstern, O., (1947), ‘Theory of Games and Economic 
Behavior.’ 2d ed. Princeton, N.J.: Princeton University Press.  
 
Webb, J.R., (2000), ‘An inquiry into the professional self image of real estate 
agents’, Journal of Real Estate Research, 20, 1/2, pp. 153-77. 
 
Wolverton, M.L. and Gallimore, P., (1999), ‘Client feedback the role of the             
appraiser’, Journal of Real Estate Research, 18, 3, pp. 415-31. 
 
Wooford, (1985), ‘Cognitive processes as determinants of real estate investment 
decisions’, Appraisal Journal 
Appendix 
 
 93
Appendix 1 - Experimental Questions and Raw Data of Part II                                            
(Each answer are stated in blue) 
Part II  - ‘5% Group’ 
Question 1  
‘Which of the following statement would you agree with, the 1 or 2?’ 
1. Property prices typically* vary by 5% or more on either side of average valuation.  
2. Property prices typically* vary by less than 5% on either side of average valuation. 
 
ANSWER: 1, 1, 1, 2, 2 
(*The word ‘typically’ is interpreted as relating to the kind of property you most 
frequently valued in a market situation you regarded as normal) 
 
Question 2 
According to your opinion, by what percentage does a property valuation typically* 
vary form their price?  
 
ANSWER: 3%, 3%, 5%, 5% and 8%. 
                                                                                        
Part II  - ‘20% Group’ 
Question 1  
‘Which of the following statement would you agree with, the 1 or 2?’ 
1. Property prices typically* vary by 20 % or more on either side of average valuation.  
2. Property prices typically* vary by less than 20 % on either side of average valuation. 
 
ANSWER: 2, 2, 2, 2, 2                                                                            
(*The word ‘typically’ is interpreted as relating to the kind of property you most 
frequently valued in a market situation you regarded as normal) 
 
Question 2 
‘According to your opinion, by what percentage does a property valuation typically* 
vary form their price?’ 
 
ANSWER: 8%, 10%, 10%, 10% and 15%  
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Appendix 2 - Experimental Questions and Raw Data of Part III  
(Each answer are stated in blue) 
Part III – ‘SSCC Group’ 
 
Scenario:  
You now have to find the capital value of a residential property (‘Property A*’) in 
Hong Kong. You have an initial value (but as yet totally unsupported), that its value 
was likely to be in the range from HK$ 3000 to HK$ 3400 per square foot (/sq. ft.).  
 
It is assumed that you felt 50% confidence about this, but wish to check with available 
comparables. Information about four such comparables will be given to you on the 
successive pages starting from the next page of this answer sheet. Then, you are going 
to look at each item successively and, before moving on to the next item, you will be 
asked to revise your confidence rating that the value of Property A falls in the range 
HK$ 3000 to HK$ 3400/sq. ft.  
 
(*Property A was assumed to be located in Taikoo Shing and in good physical 
condition.) 
 
Information of the first comparable:  
(Assuming that the following set of information is reliable and accurate) 
¾ It is a property in a comparable estate (Kornhill in Quarry Bay) to the subject 
property. 
¾ It has recently been refurbished and is now in excellent physical condition. 
¾ It is of essentially the same size, design and layout as the subject property. 
¾ The transaction took place 1 month ago and revealed a value of HK$3400/sq. ft. 
 
 
 
In the light of comparable evidence available AT THIS STAGE, please write in now, 
BEFORE moving to the next page, your revised level of confidence of the view that 
the value of Property A falls in the range HK$ 3000 to HK$ 3400 per square foot. 
 
ANSWER: 80%, 60%, 55%, 80%, and 60% 
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Information of the second comparable: 
 
(Assuming that the following set of information is reliable and accurate) 
¾ It is a property in the same estate (Taikoo Shing in Quarry Bay). 
¾ It is similarly built and about slightly larger. 
¾ Like the subject property, it is in good physical condition, and of approximately 
the same age.  
¾ The transaction took place within the last few weeks at a value equivalent to 
HK$3100 /sq. ft. 
 
 
 
In the light of comparable evidence available AT THIS STAGE (Together with the 
2nd and 1st comparables), please write in now, BEFORE moving to the next page, your 
revised level of confidence of the view that the value of Property A falls in the range 
HK$ 3000 to HK$ 3400 per square foot. 
 
ANSWER: 100%, 80%, 65%, 90%, and 80%  
 
Information of the third comparable:  
(Assuming that the following set of information is reliable and accurate) 
¾ It is a property in the same district but in a different location (Healthy Garden in 
Quarry Bay) 
¾ It is basically similar age and design, and is in similar physical condition as the 
subject property. 
¾ The transaction has just taken place at a value representing HK$3800 /sq. ft. 
 
 
 
 
In the light of comparable evidence available AT THIS STAGE (Together with the 
3rd ,2nd and 1st comparables), please write in now, BEFORE moving to the next page, 
your revised level of confidence of the view that the value of Property A falls in the 
range HK$ 3000 to HK$ 3400 per square foot. 
 
ANSWER: 20%, 40%, 40%, 20% and 60% 
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Information of the fourth comparable:  
(Assuming that the following set of information is reliable and accurate) 
¾ It is a property located in a different district (Leighton Hill in Causeway Bay) but 
in a superior location. 
¾ It is of the same age and layout, and in very good physical condition. 
¾ The value revealed by the transaction, which took place 1 month ago, is 
HK$2800/sq. ft. 
 
 
In the light of comparable evidence available AT THIS STAGE (Together with the 4th, 
3rd, 2nd and 1st comparables), please write in now, your revised level of confidence of 
the view that the value of Property A falls in the range HK$ 3000 to HK$ 3400 per 
square foot. 
 
ANSWER: 0%, 20%, 30%, 10%, and 40% 
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Part III – ‘CCSS Group’ 
(Each answer are stated in blue) 
Scenario:  
You now have to find the capital value of a residential property (‘Property A*’) in 
Hong Kong. You have an initial value (but as yet totally unsupported), that its value 
was likely to be in the range from HK$ 3000 to HK$ 3400 per square foot (/sq. ft.).  
 
It is assumed that you felt 50% confidence about this, but wish to check with available 
comparables. Information about four such comparables will be given to you on the 
successive pages starting from the next page of this answer sheet. Then, you are going 
to look at each item successively and, before moving on to the next item, you will be 
asked to revise your confidence rating that the value of Property A falls in the range 
HK$ 3000 to HK$ 3400/sq. ft.  
 
(*Property A was assumed to be located in Taikoo Shing and in good physical 
condition.) 
 
 
Information of the first comparable:  
(Assuming that the following set of information is reliable and accurate) 
¾ It is a property in the same district but in a different location (Healthy Garden in 
Quarry Bay) 
¾ It is basically similar age and design, and is in similar physical condition as the 
subject property. 
¾ The transaction has just taken place at a value representing HK$3800 /sq. ft. 
 
 
 
In the light of comparable evidence available AT THIS STAGE, please write in now, 
BEFORE moving to the next page, your revised level of confidence of the view that 
the value of Property A falls in the range HK$ 3000 to HK$ 3400 per square foot. 
 
ANSWER: 45%, 30%, 50%, 40%, and 40% 
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Information of the second comparable: 
 
(Assuming that the following set of information is reliable and accurate) 
¾ It is a property located in a different district (Leighton Hill in Causeway Bay) but 
in a superior location. 
¾ It is of the same age and layout, and in very good physical condition. 
¾ The value revealed by the transaction, which took place 1 month ago, is 
HK$2800/sq. ft.  
 
 
 
 
In the light of comparable evidence available AT THIS STAGE (Together with the 
2nd and 1st comparables), please write in now, BEFORE moving to the next page, your 
revised level of confidence of the view that the value of Property A falls in the range 
HK$ 3000 to HK$ 3400 per square foot. 
 
ANSWER: 40%, 20%, 40%, 30%, and 35% 
 
 
Information of the third comparable:  
(Assuming that the following set of information is reliable and accurate) 
¾ It is a property in a comparable estate (Kornhill in Quarry Bay) to the subject 
property. 
¾ It has recently been refurbished and is now in excellent physical condition. 
¾ It is of essentially the same size, design and layout as the subject property. 
¾ The transaction took place 1 month ago and revealed a value of HK$3400/sq. ft. 
 
 
 
 
In the light of comparable evidence available AT THIS STAGE (Together with the 
3rd ,2nd and 1st comparables), please write in now, BEFORE moving to the next page, 
your revised level of confidence of the view that the value of the subject property falls 
in the range HK$ 3000 to HK$ 3400 per square foot. 
 
ANSWER: 60%, 80%, 60%, 60%, and 75% 
 
Appendix 
 
 99
Information of the fourth comparable:  
(Assuming that the following set of information is reliable and accurate) 
¾ It is a property in the same estate (Taikoo Shing in Quarry Bay). 
¾ It is similarly built and about slightly larger. 
¾ Like the subject property, it is in good physical condition, and of approximately 
the same age.  
¾ The transaction took place within the last few weeks at a value equivalent to 
HK$3100 /sq. ft. 
 
 
 
In the light of comparable evidence available AT THIS STAGE (Together with the 4th, 
3rd ,2nd and 1st comparables), please write in now, your revised level of confidence of 
the view that the value of Property A falls in the range HK$ 3000 to HK$ 3400 per 
square foot. 
 
ANSWER: 80%, 90%, 70%, 70%, and 85% 
